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INVESTMENT DIGEST 


Investment: The placing of capital in a more 
or less permanent way, mainly for the income 
to be derived therefrom. 


Speculation : Operations wherein inteiligent 
foresight ts employed for the purpose of de- 


riving a profit from price changes. 








AUSUST, 1909 


No. 4 





Complete Report of Gov. Hughes’ 


Committee 


On Speculation in Securities and Commodities 


This is our first opportunity for presenting the following report, which was not received until our 


July issue had gone to press. 


It being the most important Wall Street document ever issued, we print it 


in full. Such abuses as are pointed out will doubtless be corrected in due course. The apologies of all 


muckrakers are hereby accepted. 


ON. CHARLES E. HUGHES, 
Governor, Albany, N. Y. 
Dear Sir: The committee ap- 
pointed by you on December 14, 
1908, to endeavor to ascertain 
“what changes, if any, are advisable in the 
laws of the State bearing upon speculation 
in securities and commodities, or relating 
to the protection of investors, or with re- 
gard to the instrumentalities and organiza- 
tions used in dealings in securities and com- 
modities which are the subject of specula- 
tion,” 
beg leave to submit the following report: 
We have invited statements from those 
engaged in speculation and qualified to dis- 
cuss its phases; we have taken testimony 
offered from various sources as to its ob- 
jectionable features; we have considered 
the experience of American States and of 
foreign countries in their efforts to regu- 
late speculative operations. In our inquiry 
we have been aided by the officials of the 
various exchanges, who have expressed 
their views both orally and in writing, and 
have afforded us access to their records. 
The Subject in General 
Markets have sprung into being wher- 
ever buying and selling have been conduct- 
ed on a large scale. Taken in charge by 
regular organizations and controlled by 


rules, such markets become exchanges. In 
New York City there are two exchanges 
dealing in securities and seven in commod- 
ities. In addition there is a security mar- 
ket, without fixed membership or regular 
officers, known as the “Curb.” The ex- 
changes dealing in commodities are incor- 
porated, while those dealing in securities 
are not. 

Commodities are not held for permanent 
investment, but are bought and sold pri- 
marily for the purpose of commercial dis- 
tribution; on the other hand, seourities are 
primarily held for investment; but both are 
subjects of speculation. Speculation con- 
sists in forecasting changes of value and 
buying or selling in order to take advan- 
tage of them; it may be wholly legitimate, 
pure gambling, or something partaking of 
the qualities of both. In some form it is a 
necessary incident of productive operations. 
When carried on in connection with either 
commodities or securities it tends to steady 
their prices. Where speculation is free, 
fluctuations in prices, otherwise violent and 
disastrous, ordinarily become gradual and 
comparatively harmless. Moreover, so far 


as commodities are concerned, in the ab- 
sence of speculation, merchants and manu- 
facturers would themselves be forced to 
carry the risks involved 


in changes of 














148 


prices and to bear them in the intensified 
condition resulting from sudden and vio- 
lent fluctuations in value. Risks of this 
kind which merchants and manufacturers 
still have to assume are reduced in amount, 
because of the speculation prevailing; and 
many of these milder risks they are en- 
abled, by “hedging,” to transfer to others. 
For the merchant or manufacturer the 
speculator performs a service which has 
the effect of insurance. 

In law, speculation becomes gambling 
when the trading which it involves does 
not lead, and is not intended to lead, to 
the actual passing from hand to hand of 
the property that is dealt in. Thus, in 
the recent case of Hurd vs. Taylor (181 N. 
¥., 231), the Court of Appeals of New York 
said: 

“The law of this State as to the purchase 
and sale of stocks is well settled. The pur- 
chase of stocks through a broker, though 
the party ordering such purchase does not 
intend to hold the stocks as an investment, 
but expects the broker to carry them for 
him with the design on the part of the 
purchaser to sell again the stocks when 
their market value has enhanced is, how- 
ever speculative, entirely legal. Equally so 
is a ‘short sale,’ where the seller has not 
the stock he assume to sell, but borrows it 
and expects to replace it when the market 
value has declined. But to make such 
transactions legal, they must contemplate 
an actual purchase or an actual sale of 
stocks by the broker, or through him. If 
the intention is that the so-called broker 
shall pay his customer the difference be- 
tween the market price at which the stocks 
were ordered purchased and that at which 
they were ordered sold, in case such fluctu- 
ation is in favor of the customer, or that in 
case it is against the customer, the custom- 
er shall pay the broker that difference, no 
purchases or sales being made, the trans- 
action is a wager and therefore illegal. 
Such business is merely gambling, in which 
the so-called commission for purchases and 
sales that are never made is simply the 
ercentage which in other gambling games 
is reserved in favor of the keeper of the es- 
tablishment.” 

This is also the law respecting commodi- 
ty transactions. 

The rules of all the exchanges forbid 
gambling as defined by this opinion; but 
they make so easy a technical delivery of 
the property contracted for that the prac- 
tical effect of much speculation, in point 
of form legitimate, is not greatly different 
from that of aero g Contracts to wey 
may be privately offset by contracts to sell. 
The offsetting may be done, in a system- 
atic way, by clearing houses, or by “ring 
settlements.” Where deliveries are actual- 
ly made, property may be temporarily bor- 
rowed for the purpose. In these ways spec- 
ulation which has the legal traits of legiti- 
mate dealing may go on almost as freely as 
mere wagering, and may have most of the 
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pecuniary and immoral effects of gambling 
on a large scale. 

A real distinction exists between specu- 
lation which is carried on by persons of 
means and experience, and based on an 
intelligent forecast, and that which is car- 


ried on b 


i persons without these qualifica- 
tions. 


C The former is closely connecte 
with regular business. While het a 
panied by waste and loss, this speculation 
accomplishes an amount of good which off- 
sets much of its cost. The latter does but 
a small amount of good and an almost in- 
calcuiable amount of evil. In its nature it 
is in the same class with gambling upon 
the race-track or at the roulette table, but 
is practiced on a vastly larger scale. Its 
ramifications extend to all parts of the 
country. It involves a practical certainty 
of loss to those who engage in it. A con- 
tinuous stream of wealth, taken from the 
actual capital of innumerable persons of 
relatively small means, swells the income 
of brokers and operators dependent on this 
class of business; and insofar as it is con- 
sumed like most income, it represents a 
waste of capital. The total amount of this 
waste is rudely indicated by the obvious 
cost of the vast mechanism of brokerage 
and by manipulators’ gains, of both of 
which it is a large constituent element. But 
for a continuous influx of new customers, 
replacing those whose losses force them 
out of the “street,” this costly mechanism 
of speculation could not be maintained on 
anything like its present scale. 


The Problem to Be Solved 


The problem, wherever speculation is 
strongly rooted, is to eliminate that which 
is wasteful and morally destructive, while 
retaining and allowing free play to that 
which is beneficial. The difficulty in the so- 
lution’ of the problem lies in the practical 
impossibility of distinguishing what is vir- 
tually gambling from legitimate specula- 
tion. The most fruitful policy will be 
found in measures which will lessen specu- 
lation by persons not qualified to engage in 
it. In carrying out such a policy exchanges 
can accomplish more than legislatures. In 
connection with our reports on the differ- 
ent exchanges, as well as on the field of in- 
vestment and speculation which lies out- 
side of the exchanges, we shall make rec- 
ommendations directed to the removal of 
various evils now existing and to the re- 
duction of the volume of speculation of the 
gambling type. 

The New York Stock Exchange 


The New York Stock Exchange is a vol- 
untary association, limited to 1,100 mem- 
bers, of whom about 700 are active, some 
of them residents of other cities. Member- 
ships are sold for about $80,000. The Ex- 
change as such does no business, merely 

roviding facilities to members and regu- 
lating their conduct. The governing power 
is in an elected committee of forty mem- 
bers and is plenary in scope. The business 
transacted on the floor is the purchase and 
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sale of stocks and bonds of corporations 
and governments. Practically all transac- 
tions must be completed by delivery and 
payment on the following day. f 

The mechanism of the Exchange, provi- 
ded by its constitution and rules, is the 
evolution of more than a century. An or- 
ganization of stock brokers existed here in 
1792, acquiring more definite form in 1817. 
It seems certain that for a long period the 
members were brokers or agents only; at 
the present time many are principals as 
well as agents, trading for themselves as 
well as for their customers. A number of 
prominent capitalists hold memberships 
merely for the purpose of availing them- 
selves of the reduced commission charge 
which the rules authorize between mem- 
bers. 

The volume of transactions indicates that 
the Exchange is today probably the most 
important financial institution in the world. 
In the past decade the average annual sales 
of shares have been 196,500,000, at prices in- 
volving an annual average turnover of near- 
ly $15,500,000,000; bond transactions aver- 
aged about $800,000,000. This enormous 
business affects the financial and credit in- 
terests of the country in so large a meas- 
ure that its proper regulation is a matter of 
transcendent importance. While radical 
changes in the mechanism, which is now so 
nicely adjusted that the transactions are 
carried on with the minimum of friction, 
might prove disastrous to the whole coun- 
try, nevertheless measures should be adopt- 
ed to correct existing abuses. 

Patrons of the Exchange 


The patrons of the Exchange may be di- 
vided into the following groups: 

(1) Investors, who personally examine 
the facts relating to the value of securities 
or act on the advice of reputable and — 
rienced financiers, and pay in full for what 
they buy. ; , 

(2) Manipulators, whose connection with 


corporations issuing or controlling particu- - 


lar securities enables them under certain 
circumstances to move the prices up or 
down, and who are thus in some degree 
protected from dangers encountered by 
other speculators. 

(3) Floor traders, who keenly study the 
markets and the general conditions of busi- 
ness, and acquire early information con- 
cerning the changes which affect the values 
of securities. From their familiarity with 
the technique of dealings on the Exchange, 
and ability to act in concert with others, 
and thus manipulate values, they are sup- 
posed to have special advantages over 
other traders. : : 

(4) Outside operators having capital, ex- 
perience, and knowledge of the general 
conditions of business. Testimony is clear 
as to the result which, in the long run, at- 
tends their operations; commissions and in- 
terest charges constitute a factor always 
working against them. Since good luck 
and bad luck alternate in time, the gains 
only stimulate these men to larger ven- 
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tures, and they persist in them till a serious 
or ruinous loss forces them out of the 
“Street.” 

(5) Inexperienced persons, who act on 
interested advice, “tips,” advertisements in 
newspapers, or circulars sent by mail, or 
“take flyers” in absolute ignorance, and 
with blind confidence in their luck. Al- 
— without exception they eventually 
ose. 

Character of Transactions 


It is unquestionable that only a small 
part of the transactions upon the Exchange 
is of an investment character; a substantial 
pest may be characterized as virtually gam- 

ling. et we are unable to see how the 
State could distinguish by law between 
proper and improper transactions, since 
the forms and the mechanisms used are 
identical. Rigid statutes directed against 
the latter would seriously interfere with the 
former. The experience of Germany and 
similar legislation is illuminating. But the 
Exchange, with the plenary power over 
members and their operations, could pro- 
vide correctives, as we shall show. 

Margin Trading 

Purchasing securities on margin is as 
legitimate a transaction as a purchase of 
any other property in which part payment 
is deferred. We therefore see no reason 
whatsoever for recommending the radical 
change suggested, that margin trading be 
prohibited. ; 

Two practices are prolific of losses, 
namely, buying active securities on small 
margins and buying unsound securities, 
paying for them in full. The losses in the 
former case are due to the quick turns in 
the market, to which active stocks are sub- 
ject; these exhaust the margins and call for 
more money than the purchasers can sup- 
ply. The losses in the latter case are large- 
ly due to misrepresentations of interested 
parties and unscrupulous manipulations. 

To correct the evils of misrepresentation 
and manipulation, we shall offer in another 
part of this report certain recommenda- 
tions. Insofar as losses are due to insuffi- 
cient margins, they would be materially re- 
duced if the customary percentage of mar- 
gins were increased. The amount of mar- 
gin which a broker requires from a specu- 
lative buyer of stocks depends, in each 
case, on the credit of the buyer; and the 
amount of credit which one person may ex- 
tend to another is a dangerous subject on 
which to legislate. Upon the other hand, a 
rule made by the Exchange could safely 
deal with the prevalent rate of margins re- 
quired from customers. In _ preference, 
therefore, to recommending legislation, we 
urge upon all brokers to discourage specu- 
lation upon small margins, and upon the 
Exchange to use its influence, and, if nec- 
essary, its power, to prevent members 
from soliciting and generally accepting 
business on a less margin than 20 per cent. 

Pyramiding 
“Pyramiding,” which is the use of paper 
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rofits in stock transactions as a margin 
or further commitments, should be dis- 
couraged. The practice tends to produce 
more extreme fluctuations and more rapid 
wiping out of margins. If the stock bro- 
kers and the banks would make it a rule to 
value securities for the purpose of margin 
or collateral, not at the current price of 
the moment, but at the average price of, 
say, the previous two or three months (pro- 
vided that such average price were not 
higher than the price of the moment), the 
dangers of pyramiding would be largely 


prevented. 
Short-Selling 

We have been strongly urged to advise 
the prohibition or limitation of short sales, 
not only on the theory that it is wrong to 
agree to sell what one does not possess, 
but that such sales reduce the market price 
of the securities involved. We do not think 
that it is wrong to agree to sell something 
that one does not now possess, but expects 
to obtain later. Contracts and agreements 
to sell, and deliver in the future, property 
which one does not possess at the time of 
the contract are common in all kinds of 
business. The man who has “sold short” 
must some day buy in order to return the 
stock which he has borrowed to make the 
short sale. Short-sellers endeavor to select 
times when prices seem high in order to 
sell, and times when prices seem low in 
order to buy, their action in both cases 
serving to lessen advances and diminish de- 
clines of price. In other words, short-sell- 
ing tends to produce steadiness in prices, 
which is an advantage to the community. 
No other means of restraining unwarranted 
marking up and down of prices has been 
suggested to us. 

e legislation of the State of New York 
on the subject of short-selling is ¢‘gnifi- 
cant. In 1812 the Legislature passed a law 
declaring all contracts for the sale of stocks 
and bonds void, unless the seller at the time 
was the actual owner or assignee thereof 
or authorized by such owner or assignee to 
sell the same. In 1858 this act was repealed 
by a statute now in force, which reads as 
follows: 

“An agreement for the purchase, sale, 
transfer or delivery of a certificate or other 
evidence of debt, issued by the United 
States or by any State, or municipal or 
other corporation, or any share or interest 
in the stock of any bank, corporation or 
joint-stock association, incorporated or or- 
ganized under the laws of the United States 
or of any State, is not void, or voidable, 
because the vendor, at the time of making 
such contract, is not the owner or possessor 
of the certificate, or certificates, or other 
evidence of debt, share or interest.” 

It has been urged that this statute “spe- 
cifically legalizes stock gambling.” As a 
matter of fact, however, the law would be 
precisely the same if that statute were re- 

aled, for it is the well-settled common 
aw of this country, as established by the 
decisions of the Supreme Court of the Uni- 
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ted States and of the State courts, that all 
contracts, other than mere wagering con- 
tracts, for the future purchase or sale of 
securities or commodities are valid, 
whether the vendor is, or is not, at the time 
of making such contract, the owner or pos- 
sessor of the securities or commodities in- 
volved, in the absence of a statute making 
such contracts illegal. So far as any of 
these transactions are mere wagering trans- 
actions, they are illegal, and not enforce- 
able, as the law now stands. 

It has been suggested to us that there 
should be a requirement either by law or 
by rule of the Stock Exchange, that no one 
should sell any security without identifying 
it by number or otherwise. Such a rule 
would cause great practical difficulties in 
the case of securities not present in New 
York at the time when the owner desires 
to sell them, and would increase the labor 
and cost of doing business. But, even if 
this were not the effect, the plan contem- 
plates a restriction upon short sales, which, 
for the reasons set forth above, seems to 
us undesirable. It is true that this identifi- 
cation = exists in England as to sales of 
bank shares (Leeman act of 1867); but it 
has proved a dead létter. It has also been 
used in times of apprehended panic upon 
the French Bourse, but opinions in regard 
to its effect there are conflicting. While 
some contend that it has been useful in 
panes panics, others affirm that it has 

een used simply for the purpose of pro- 
tecting bankers who were loaded down 
with certain securities which they were 
a to distribute, and who, through po- 
litical influence, procured the adoption of 
the rule for their special benefit. 

Manipulation of Prices 

A subject to which we have devoted 
much time and thought is that of the man- 
ipulation of prices by large interests. This 
falls into two general classes: 

(1) That which is resorted to for the pur- 
pose of making a market for issues of new 
securities. 

(2) That which is designed to serve mere- 
ly speculative purposes in the endeavor to 
make a profit as the result of fluctuations 
which have been planned in advance. 

The first kind of manipulation has certain 
advantages, and when not accompanied by 
“matched orders” is unobjectionable per se. 
It is essential to the organization and car- 
rying through of iniportant enterprises, 
such as large corporations, that the organi- 
zers should be able to raise the money nec- 
essary to complete them. This can be done 
only by the sale of securities. Large blocks 
of securities, such as are frequently issued 
by railroad and other companies, cannot be 
sold over the counter or directly to the ulti- 
mate investor, whose confidence in them 
can, as a rule, be only gradually established. 
They must, therefore, if sold at all, be dis- 
posed of to some syndicate, who will in 
turn pass them on to middlemen or specu- 
lators, until, in the course of time, they find 
their way into the boxes of investors. But 
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prudent investors are not likely to be in- 
duced to buy securities which are not reg- 
ularly quoted on some exchange, and which 
they cannot sell, or on which they cannot 
borrow money at their pleasure. If the se- 
curities are really good and bids and offers 
bona fide, open to all sellers and buyers, the 
operation is harmless. It is merely a meth- 
ud of bringing new investments into public 
notice. 

The second kind of manipulation men- 
tioned is undoubtedly open to serious criti- 
cism. It has for its object either the crea- 
tion of high prices for particular stocks in 
order to draw in the public as buyers and 
to unload upon them the holdings of the 
operators, or to depress the prices and in- 
duce the public to sell. There have been 
instances of gross and unjustifiable manipu- 
lation of securities, as in the case of Amer- 
ican Ice stock. While we have been unable 
to discover any complete remedy short of 
abolishing the Stock Exchange itself, we 
are convinced that the Exchange can pre- 
vent the worst forms of this evil by exer- 
cising its influence and authority over the 
members to prevent them. When contin- 
ued manipulation exists it is patent to ex- 
perienced observers. 

“Wash Sales” and “Matched Orders” 


In the foregoing discussion we have con- 
fined ourselves to bona-fide sales. So far as 
manipulation of either class is based upon 
fictitious or so-called “wash sales,” it is 
open to the severest condemnation, and 
should be prevented by all possible means. 
These fictitious sales are forbidden by the 
rules of all the regular exchanges, and are 
not enforceable at law. They are less fre- 
quent than many persons suppose. A trans- 
action must take place upon the floor of 
the Exchange to be reported, and if not re- 
ported does not serve the purpose of those 
who engage in it. If it takes place on the 
floor of the Exchange, but is purely a pre- 
tense, the brokers involved run the risk of 
detection and expulsion, which is to them 
a sentence of financial death. There is, 
however, another class of transactions 
called “matched orders,” which differ ma- 
terially from those already mentioned, in 


that they are actual and enforceable con- 
tracts. e refer to that class of transac- 
tions, engineered by some manipulator, 


who sends a number of orders simulta- 
neously to different brokers, some to buy 
and some to sell. These brokers, without 
knowing that other brokers have counter- 
vailing orders from the same principal, ex- 
ecute their orders upon the floor of the 
Exchange, and the transactions become 
binding contracts; they cause an appear- 
ance of activity in a certain security which 
is unreal. Since they are legal and binding, 
we find a difficulty in suggesting a legisla- 
tive remedy. But where the activities of 
two or more brokers in certain securities 
become so extreme as to indicate ‘manipu- 
lation rather than genuine transactions, the 
officers of the Exchange would be remiss 
unless they exercised their influence and 
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authority upon such members in a way to 
cause them to desist from such suspicious 
and undesirable activity. As already sta- 
ted, instances of continuous manipulation 
of particular securities are patent to every 
experienced observer, and could without 
difficulty be discouraged, if not prevented, 
by prompt action on the part of the Ex- 
ange authorities. 
Corners 


The subject of corners in the stock mar- 
ket has engaged our attention. The Stock 
Exchange might properly adopt a rule pro- 
viding that the governors shall 1 have power 
to decide when a corner exists and to fix a 
settlement price, so as to relieve innocent 
persons from the injury or ruin which may 
result therefrom. The mere existence of 
such a rule would tend to prevent corners. 

Failures and Examination of Books 

We have taken testimony on the subject 
of recent failures of brokers, where it has 
been discovered that they were insolvent 
for a long period prior to their public dec- 
laration of failure, and where their activi- 
ties after their insolvency not only caused 
great loss to their customers, but also, ow- 
ing to their efforts to save themselves from 
bankruptcy, worked great injury to inno- 
cent outsiders. For cases of this character 
there should be a law analogous to that for- 
bidding banks to accept deposits after in- 
solvency is known; and we recommend a 
statute making it a ‘misdemeanor for a bro- 
ker to receive any securities or cash from 
any customer (except in liquidating or for- 
tifying an existing account), or to make 
any further purchases or sales for his own 
account, after he has become insolvent; 
with the provision that a broker shall be 
deemed insolvent when he has on his books 
an account or accounts which, if liquida- 
ted, would exhaust his assets, unless he can 
show that he had reasonable ground to be- 
lieve that such accounts were good. 

The advisability of requiring by State 
authority an examination of the books of 
all members of the Exchange, analogous to 
that required of banks, has been urged up- 
on us. Doubtless some failures would be 
prevented by such a system rigidly en- 
forced, although bank failures do occur in 
spite of the scrutiny of the examiners. Yet 
the relations between brokers and their 
customers are of so confidential a nature 
that we do not recommend an examination 
of their books by any public authority. The 
books and accounts of the members of the 
Exchange should, however, be subjected to 
periodic examination and inspection pursu- 
ant to rules and regulations to be pre- 
scribed by the Exchange, and the result 
should be ated reported to the govern- 
ors thereof. 

It is vain to say that a body possessing 
the powers of the board of governors of the 
Exchange, familiar with every detail of the 
mechanism, generally acquainted with the 
characteristics of members, cannot improve 
present conditions. It is a deplorable fact 
that with all their power and ability to be 
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informed, it is generally only after a mem- 
ber or a firm is overtaken by disaster, in- 
volving scores or hundreds of innocent per- 
sons, and causing serious disturbances, that 
the Exchange authorities take action. No 
‘complaint can be registered against the 
severity of the punishment then meted out; 
‘but in most cases the wrongdoing thus 
atoned for, which has been going on for a 
considerable period, might have been dis- 
covered under a proper system of supervi- 
sion, and the vastly preponderant value of 
prevention over cure demonstrated. 
Rehypothecation of Securities 
We have also considered the subject of 
rehypothecating, loaning, and other use of 
securities by brokers whv hold them for 
customers. So far as any broker applies 
to his own use any securities belonging to 
a customer, or hypothecates them for a 
greater amount than the unpaid balance of 
the purchase price, without the customer’s 
consent, he is undoubtedly guilty of a con- 
version under the law as it exists today, 
and we call this fact to the attention of 
‘brokers and the public. When a broker 
sells the securities purchased for a cus- 
tomer who has paid therefor in whole or in 
part, except upon the customer's default, or 
‘disposes of them for his own benefit, he 
should be held guilty of larceny, and we 
recommend a statute to that effect. 
Dealing for Clerks 
The Exchange now has a rule forbidding 
any member to deal or carry an account 
for a clerk or employe of any other mem- 
ber. This rule should be extended so as 
to prevent dealing for account of any clerk 
or subordinate employe of any bank, trust 
company, insurance company, or other 
moneyed corporation or banker. 
Listing Requirements 
Before securities can be bought and sold 
on the Exchange, they must be examined. 
The committee on Stock List is one of the 
most important parts of the organization, 
since public confidence depends upon the 
honesty, impartiality, and thoroughness of 
its work. While the Exchange does not 
guarantee the character of any securities, 
or affirm that the statements filed by the 
romoters are true, it certifies that due dil- 
igence and caution have been used by expe- 
rienced men in examining them. Admis- 
sion to the list, therefore, establishes a pre- 
sumption in favor of the soundness of the 
security so admitted. Any securities au- 
thorized to be bought and sold on the Ex- 
change, which have not been subjected to 
such scrutiny, are said to be in the unlisted 
department, and traders who deal in them 
do so at their own risk. We have given 
consideration to the subject of verifying 
the statements of fact contained in the pa- 
ers filed with the applications for listing, 
Put we do not recommend that either the 
State or the Exchange take such responsi- 
bility. Any attempt to do so would un- 
doubtedly give the securities a standing in 
the eyes of the public which would not in 
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all cases be justified. 
the Exchange should, however, adopt 
methods to compel the filing of frequent 
statements of the financial condition of the 
companies whose securities are listed, in- 
cluding balance sheets, income and expense 
accounts, etc., and should notify the public 
that these are open to examination under 
proper rules and regulations. The Ex- 
change should also require that there be 
filed with future applications for listing a 
statement of what the capital stock of the 
compeey has been issued for, showing how 
much has been issued for cash, how much 
for property, with a description of the prop- 
erty, etc., and also showing what commis- 
sion, if any, has been paid to the promoters 
or vendors. Furthermore, means should be 
adopted for holding those making the 
statements responsible for the truth there- 
of. The unlisted department, except for 
temporary issues, should be abolished. 
Fictitious Trades 

Complaint is nfade that orders given by 
customers are sometimes not actually ex- 
ecuted, although so reported by the broker. 
We recommend the passage of a statute 
providing that, in case it is pleaded in any 
suit by or against a broker that the pur- 
chase or sale was fictitious, or was not an 
actual bona fide purchase or sale by the 
broker as agent for the customer, the court 
or jury shall make a special finding upon 
that fact. In case it is found that the pur- 
chase or sale was not actual and bona fide, 
the customer shall recover three times the 
amount of the loss which he _ sustained 
thereby; and copies of the finding shall be 
sent to the district attorney of the county 
and to the Exchange, if the broker be a 
member. 


In our judgmei, 


Unit of Trading 

The Exchange should insist that all tra- 
ding be done on the basis of a reasonably 
small unit (say 100 shares of stock or $1,- 
ooo of bonds), and should not permit the 
offers of such lots, or bids for such lots, to 
be ignored by traders offering or bidding 
for larger amounts. The practice now per- 
mitted of allowing bids and offers for large 
amounts, all or none, assists the manipula- 
tion of prices. Thus a customer may send 
an order to sell 100 shares of a particular 
stock at par, and a broker may offer to buy 
1,000 shares, all or none, at ror, and yet no 
transaction take place. The bidder in such 
a case should be required to take all the 
shares offered at the lower price before bid- 
ding for a larger lot at a higher price. This 
would tend to prevent matched orders. 

Stock Clearing House 

We have also considered the subject of 
the Stock Exchange Clearing House. While 
it is undoubtedly true that the clearing of 
stocks facilitates transactions which may 
be deemed purely manipulative, or virtual- 
ly gambling transactions, nevertheless we 
are of the opinion that the Exchange could 
not do its necessary and legitimate busi- 
ness but for the existence of the clearing 
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system, and, therefore, that it is not wise 
to abolish it. 

The transactions in stocks which are 
cleared are transcribed each day on what 
are called “clearing sheets,” and _ these 
sheets are passed into the Clearing House 
and there filed for one week only. In view 
of the value of these sheets as proving the 
transactions and the prices, they should be 
preserved by the Exchange for at least six 
years, and should be at the disposal of the 
courts, in case of any dispute. 

Specialists 

We have received complaints that spec- 
ialists on the floor of the Exchange, deal- 
ing in inactive securities, sometimes buy 
or sell for their own account while acting 
as brokers. Such acts without the princi- 
pal’s consent are illegal. In every such 
case recourse may be had to the courts. 

Notwithstanding that the system of deal- 
ing in specialties is subject to abuses, we 
are not convinced that the English method 
of distinguishing between brokers and job- 
bers serves any better purpose than our 
own practice, while its introduction here 
would complicate business. It should also 
be noted that the practice of specialists in 
buying and selling for their own account 
often serves to create a market where oth- 
erwise one would not exist. 

Branch Offices 

Complaint has been made of branch offi- 
ces in the city of New York, often luxuri- 
ously furnished and sometimes equipped 
with lunch rooms, cards, and liquor. The 
tendency of many of them is to increase 
the lure of the ticker by the temptation of 
creature comforts, appealing thus to many 
who would not otherwise speculate. The 
governors of the Exchange inform us that 
they realize that some of these offices have 
brought discredit on the Exchange, and 
that on certain occasions they have used 
their powers to suppress objectionable fea- 
tures. It seems to us that legitimate in- 
vestors and speculators might, without 
much hardship, be compelled to do business 
at the main offices, and that a hard-and- 
fast rule against all branch offices in the 
City of New York might well be adopted 
by the Exchange. In any event, we are 
convinced that a serious and effective regu- 
lation of these branch offices is desirable. 

Incorporation of Exchange 

We have been strongly urged to recom- 
mend that the Exchange be incorporated, 
in order to bring it more completely under 
the authority and supervision of the State 
and the process of the courts. Under ex- 
isting conditions, being a voluntary organ- 
ization, it has almost unlimited power over 
the conduct of its members, and it can sub- 
ject them to instant discipline for wrong- 
doing, which it could not exercise in a sum- 
mary manner if it were an incorporated 
body. We think that such power residing 
in a properly chosen committee is distinct- 
ly advantageous. The submission of such 
questions to the courts would involve delays 
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and technical obstacles which would impair 
discipline without securing any greater 
measure of substantial justice. While this 
committee is not entirely in accord on this 
point, no member is yet prepared to advo- 
cate the incorporation of the Exchange and 
a majority of us advise against it, upon the 
ground that the advantages to be gained by 
incorporation may be accomplished by 
rules of the Suckenae and by statutes 
aimed directly at the evils which need cor- 
rection. 

The Stock Exchange in the past, although 
frequently punishing infractions of its 
rules with great severity, has, in our opin- 
ion, at times failed to take proper measures 
to prevent wrongdoing. This has been 
probably due not only to a conservative 
unwillingness to interfere in the business of 
others, but also to a spirit of comradeship 
which is very marked among brokers, and 
frequently leads them to overlook miscon- 
duct on the part of fellow-members, al- 
though at the same time it is a matter of 
cynical gossip and comment in the street. 
The public has a right to expect something 
more than this from the Exchange and its 
members. This committee, in refraining 
from advising the incorporation of the Ex- 
change, does so in the expectation that the 
Exchange will in the future take full ad- 
vantage of the powers conferred — it by 
its voluntary organization, and will be act- 
ive in preventing wrongdoing such as has 
occurred in the past. Then we believe that 
there will be no serious criticism of the fact 
that it is not incorporated. If, however, 
wrongdoing recurs, and it should appear to 
the public at large that the Exchange has 
been derelict in exerting its powers and 
authority to prevent it, we believe that the 
aublic will insist upon the incorporation of 
the Exchange and its subjection to State 
authority and supervision. 

Wall Street as a Factor 

There is a tendency on the part of the 
public to consider Wall Street and the New 
York Stock Exchange as one and the same 
thing. This is an error arising from their 
location. We have taken pains to ascer- 
tain what proportion of the business trans- 
acted on the Exchange is furnished by New 
York City. The only reliable sources of 
information are the books of the commis- 
sion houses. An investigation was made of 
the transactions on the Exchange for a 
given day, when the sales were 1,500,000 
shares. The returns showed that on that 
day 52 per cent. of the total transactions on 
the Exchange apparently originated in New 
York City, and 48 per cent. in other locali- 
ties. 

The Consolidated Stock Exchange 

The Consolidated Exchange was organ- 
ized as a mining stock exchange in 1875, al- 
tering its name and business in 1 Al- 
though of far less importance than the 
Stock Exchange, it is nevertheless a sec- 
ondary market of no mean proportions; by 
far the greater part of the trading is in se- 
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curities listed upon the main exchange, and 
the prices are based upon the quotations 
made there. The sales average about 45,- 
000,000 shares per annum. The fact that 
‘ts members make a specialty of “broken 
lots,” i. e., transactions in shares less than 
lic 100 unit, is used as a ground for the 
claim that it is a serviceable institution for 
investors of relatively small means. But it 
is obvious that its utility as a provider of 
capital for enterprises is exceedingly lim- 
ited; and that it affords facilities for the 
most injurious form of speculation—that 
which attracts persons of small means. 

It also permits dealing in shares not list- 
ed in the main exchange, and in certain 
mining shares generally excluded from the 
other. In these cases it prescribes a form 
of listing requirements, but the original 
Seng of securities is very rarely availed 
of. he rules also provide for dealing in 
gris. petroleum, and other products. 

heat is, however, at present the only 
commodity actively dealt in, and this is due 
solely to the permission to trade in smaller 
lots than the Produce Exchange unit of 
5,000 bushels. 

There are 1,225 members, about 450 act- 
ive, and memberships have sold in recent 
years at from $650 to $2,000. In general 
the methods of conducting business are 
similar to those of the larger exchange, and 
subject to the same abuses. 

ery strained relations have existed be- 

tween the two security exchanges since the 
lesser one undertook in 1 to deal in 
stocks. The tension has been increased by 
the methods by which the Consolidated ob- 
tains the ogee of the other, through 
the use of the “tickers” conveying them. 
It is probable that without the use of these 
instruments the business of the Consoli- 
dated Exchange would be paralyzed; yet 
the right to use them rests solely upon a 
technical point in a judicial decision which 
enjoins their removal. 

Cognate Subjects 

Holding Companies 

Connected with operations on the Stock 
Exchange are a class of manipulations or- 
iginating elsewhere. The values of railway 
securities, for example, depend upon the 
management of the companies issuing 
them, the directors of which may use their 
power to increase, diminish, or even ex- 
tinguish them, while they make gains for 
themselves by operations on the Exchange. 
They may advance the price of a stock by 
an unexpected dividend, or depress it by 
passing an expected one. They may water 
a stock by issuing new shares, with no pro- 
portionate addition to the productive assets 
of the company, or load it with indebted- 
ness, putting an unexpected lien on the 
shareholders’ property. Such transactions 
affect not only the fortunes of the share- 
holders, who are designedly kept in igno- 
rance of what is transpiring, but also the 
value of investments in other similar com- 
panies the securities of which are affected 
sympathetically. Railroad wrecking was 
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more common in the last half century than 
it is now, but we have some glaring exam- 
ples of it in the debris of our street rail- 
ways today. 
he existence and misuse of such powers 

on the part of directors are a menace to 
corporate property and a temptation to of- 
ficials who are inclined to speculate, lead- 
ing them to manage the property so as to 
fill their own podeate by indirect and se- 
cret methods. 

A holding company represents the great- 
est concentration of power in a body of 
directors and the extreme of helplessness 
on the part of shareholders. A _ corpora- 
tion may be so organized that its bonds 
and preferred stock represent the greater 
part of its capital, while the common stock 
represents the actual control. Then, if a 
second company acquires a majority of the 
common stock, or a majority of the shares 
that are likely to be voted at elections, it 
may control the former company, and as 
many other companies as it can secure. 
The shareholders of the subsidiary com- 
panies may be thus practically deprived of 
power to protect themselves against in- 
jurious measures and even to obtain infor- 
mation of what the holding company is do- 
ing, or intends to do, with their property. 

As a first step toward mitigating this evil 
we suggest that the shareholders of sub- 
sidiary companies, which are dominated by 
holding companies, or voting trusts, shall 
have the same right to examine the books, 
records, and accounts of such holding com- 
panies, or voting trusts, that they have in 
respect of the companies whose shares they 
hold, and that the shareholders of holding 
companies have the same right as regards 
the books, records, and accounts of the sub- 
sidiary companies. The accounts of com- 
anies not merged should be separately 
ept and separately stated to their individ- 
ual stockholders, however few they may be. 

We may point out the fact that the pow- 
ers which holding companies now exercise 
were never contemplated, or imagined, 
when joint stock corporations were first 
legalized. If Parliament and Legislatures 
had foreseen their growth they would have 
erected barriers against it. 


Receiverships 

Our attention has been directed to the 
well-known abuses frequently accompany- 
ing receiverships of large corporations, and 
more especially public service corporations, 
and the issue of receivers’ certificates. We 
feel that the numerous cases of long-drawn- 
out receiverships, in some instances lasting 
more than ten years, and of the issue of 
large amounts of receivers’ certificates, 
which take precedence over even first mort- 
gage bonds, are deserving of most serious 
consideration. 

Legislation providing for a short-time 
limitation on receiverships, or for a limita- 
tion of receivers’ certificates to a small per- 
centage of the mortgage liens on the prop- 
erty, could be rendered unnecessary, how 
ever, by the action of the courts themselves 
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along these lines, so as to make impossible 
in the future the abuses which have been 
so common in the past. 

Effect of the Money Market on Speculation 

It has been urged that your committee 
consider the influence of the money market 
upon security speculation. 

As a result of conditions to which the 
defects of our monetary and banking sys- 
tems chiefly contribute, there is frequently 
a congestion of funds in New York City, 
when the supply is in excess of business 
needs and the accumulated surplus from the 
entire country generally is thereby set free 
for use in the speculative market. Thus 
there almost annually occurs an inordinate- 
ly low rate for “call loans,” at times less 
than one per cent. During the prevalence 
of this abnormally low rate speculation is 
unduly incited, and speculative loans are 
= largely expanded. 

On the other hand, occasional extraordi- 
nary industrial activity, coupled with the 
annually recurring demands for money dur- 
ing the crop-moving season, causes money 
stringency, and the calling of loans made 
to the stock market; an abnormally high 
interest rate results, attended by violent re- 
action in speculation and abrupt fall in 
prices. The pressure to retain funds in the 
speculative field at these excessively high 
interest rates tends to a curtailment of rea- 
sonable accommodation to commercial and 
manufacturing interests, frequently causing 
embarrassment and at times menacing a 
crisis. 

The economic questions involved in these 
conditions are the subject of present con- 
sideration by the Federal authorities and 
the National Monetary Commission. They 
could not be adjusted or adequately con- 
trolled either through Exchange regulation 
or State legislation. 

The Usury Law 

The usury law of this State prohibits the 
taking of more than 6 per cent interest for 
the loan of money, but by an amendment 
adopted in 1882 an exception is made in the 
case of loans of $5,000, or more, payable on 
demand and secured by collateral. It is 
claimed by some that, since this exception 
enables stock speculators, in times of great 
stringency, to borrow money by paying ex- 
cessively high rates of interest, to the ex- 
clusion of other borrowers, a repeal of this 
provision would check inordinate specula- 
tion. We direct attention, however, to the 
fact that the statute in question excepts 
such loans as are secured by warehouse re- 
ceipts, bills of lading, bills of exchange, and 
other negotiable instruments. Hence its 
operation is not limited to Stock Exchange 
transactions, or to speculative loans in gen- 
eral. Moreover, the repeal of the statute 
would affect only the conditions when high 
rates of interest are exacted, which really 
promote excessive speculation. Finally, 
our examination indicates that prior to the 
enactment of the statute of 1882 such loans 
were negotiated at the maximum (6 per 
cent.), plus a commission, which made it 
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ogetens to the higher rate; and a repeal 
the statute would lead to the resumption 
of this practice. Therefore, as the repeal 
would not be beneficial, we cannot recom- 
mend any legislation bearing upon the in- 
terest laws of the State, unless it be the re- 
peal of the usury law altogether, as we be- 
lieve that money will inevitably seek the 
point of highest return for its use. In nine 
states of the Union there are at present no 
usury laws. 
The Curb Market 

There is an unorganized stock market 
held in the open air during exchange hours. 
It occupies a section of Broad street. An 
enclosure in the centre of the roadway is 
made by means of a rope, within which the 
traders are supposed to confine themselves, 
leaving space on either side for the passage 
of street traffic; but during days of active 
trading the crowd often extends from curb 
to curb. 

There are about 200 subscribers, of whom 
probably 150 appear on the curb each day, 
and the machinery of the operations re- 
quires the presence of as many messenger 
boys and clerks. Such obstruction of a 
public thoroughfare is obviously illegal, but 
no attempt has been made by the city au- 
thorities to disperse the crowd that habitu- 
ally assembles there. 

This open-air market, we understand, is 
dependent for the great bulk of its busi- 
ness upon members of the Stock Exchange, 
ceprnenaes 85 per cent of the orders ex- 
ecuted on’ the curb coming from Stock 
Exchange houses. The Exchange itself 
keeps the curb market in the street, since 
it forbids its own members engaging in any 
transaction in any other security exchange 
in New York. If the curb were put under 
a roof and organized, this trading could not 
be maintained. 

Its Utility 

The curb market has existed for upwards 
of thirty years, but only since the great 
development of trading in securities began, 
about the year 1897, Ess it become really 
important. It affords a public market place 
where all persons can buy and sell securi- 
ties which are not listed on any organized 
exchange. Such rules and regulations as 
exist are agreed to by common consent, 
and the expenses of maintenance are paid 
by voluntary subscription. An agency has 
been established y common consent 
through which the rules and regulations are 
prescribed. 

This agency consists solely of an individ- 
ual who, through his long association with 
the curb, is tacitly accepted as arbiter. 
From this source we learn that sales re- 
corded during the year 1908 were roughly 
as follows: 


RET Oh see eet $66,000,000 
Stocks, industrials, shares ...... 4,770,000 
Stocks, mining, shares ......... 41,825,000 


Official prea ent are issued daily by the 
agency and appear in the public press. Cor- 
porations desiring their securities to be 
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thus quoted are required to afford the 
agency certain information, which is, how- 
ever, superficial and incomplete. There is 
nothing on the curb which corresponds to 
the listing process of the Stock Exchange. 
The latter, while not guaranteeing the 
soundness of the securities, gives a prima 
facie character to those on the list, since 
the stock list committee takes some pains 
to learn the truth. The decisions of the 
agent of the curb are based on insufficient 
data, and since much of the work relates to 
mining schemes in distant states and terri- 
tories, and foreign countries, the mere fact 
that a security is quoted on the curb should 
create no presumption in its favor; quota- 
tions frequently represent “wash _ sales,” 
thus facilitating swindling enterprises. 


Evils of Unorganized Status 


Bitter complaints have reached us of 
frauds perpetrated upon confiding persons, 
who have been induced to purchase mining 
shares because they are quoted on the curb; 
these are frequently advertised in newspa- 
pers and circulars sent through the mails 
as so quoted. Some of these swindles have 
been traced to their fountain-heads by the 
Post Office Department, to which com- 
plaint has been made; but usually the 
swindler, when cornered, has settled pri- 
vately with the individual complainant, and 
then the prosecution has failed for want of 
testimony. . Meanwhile the same operations 
may continue in many other places, till the 
— becomes too notorious to be profit- 
able 

Notwithstanding the lack of proper su- 
pervision and control over the admission of 
securities to the privilege of quotation, 
some of them are meritorious, and in this 
particular the curb performs a useful func- 
tion. The existence of the cited abuses 
does not, in our judgment, demand the 
abolition of the curb market. Regulation 
is, however, imperative. To require an 
elaborate organization similar to that ex- 
isting in the exchanges would result in the 
formation of another curb free from such 
restraint. 

As has been stated, about 85 per cent of 
the business of the curb comes through the 
offices of members of the New York Stock 
Exchange, but a provision of the constitu- 
tion of that Exchange prohibits its mem- 
bers from becoming members of, or deal- 
ing on any other organized Stock Exchange 
in New York. Accordingly, operators on 
the curb market have not attempted to 
form an organization. The attitude of the 
Stock Exchange is therefore largely respon- 
sible for the existence of such abuses as 
result from the want of organization of the 
curb market. The brokers dealing on the 
latter do not wish to lose their best cus- 
tomers, and hence they submit to these ir- 
regularities and inconveniences. 

Some of the members of the Exchange 
dealing on the curb have apparently been 
satisfied with the prevailing conditions, and 
in their own selfish interests have main- 
tained an attitude of indifference toward 
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abuses. We are informed that some of the 
most flagrant cases of discreditable enter- 
prises finding dealings on the curb were 
gcomone by members of the New York 
tock Exchange. 


Reformation of the Curb 


The present apparent attitude of the Ex- 
change toward the curb seems to us clear- 
ly inconsistent with its moral obligations 
to the community at large. Its governors 
have frequently avowed before this com- 
mittee a purpose to cooperate to the great- 
est extent for the remedy of any evils 
found to exist in stock speculation. The 
curb market as at present constituted af- 
fords ample opportunity for the exercise of 
such helpfulness. 

The Stock Exchange should compel the 
formulation and enforcement of such rules 
as may seem proper for the regulation of 
business on the curb, the conduct of those 
dealing thereon, and, particularly, for the 
admission of securities to quotation. 

If the curb brokers were notified that 
failure to comply with such requirements 
would be followed by an application of the 
rule of non-intercourse, there is little doubt 
that the orders of the Exchange would be 
obeyed. The existing connection of the 
Exchange gives it ample power to accom- 
plish this, and we do not suggest any- 
thing implying a more intimate connec- 
tion. 

Under such regulation, the curb market 
might be decently housed to the relief of 
its members and the general public. 


The Abuse of Advertising 

A large part of the discredit in the pub- 
lic mind attaching to “Wall Street” is due 
to frauds perpetrated on the small inves- 
tor throughout the country in the sale of 
worthless securities by means of alluring 
circulars and advertisements in the news- 
papers. To the success of such swindling 
enterprises a portion of the press con- 
tributes. 

Papers which honestly try to distinguish 
between swindling advertisements and oth- 
ers, may not in every instance succeed in 
doing so; but readiness to accept advertise- 
ments which are obviously traps for the un- 
wary is evidence of a moral delinquency 
which should draw out the severest public 
condemnation. 

So far as the press in the large cities is 
concerned the correction of the evil lies, in 
some measure, in the hands of the repu- 
table bankers and brokers, who, by refus- 
ing their advertising patronage to newspa- 
pers notoriously guilty in this respect, could 
compel them to mend their ways, and at 
the same time prevent fraudulent schemes 
from deriving an appearance of merit by 
association with reputable names. 

Another serious evil is committed by men 
who give standing to promotions by serv- 
ing as directors without full knowledge of 
the affairs of the companies, and by allow- 
ing their names to appear in prospectuses 
without knowing the accuracy and good 
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faith of the statements contained therein. 
Investors naturally and properly pay great 
regard to the element of personal charac- 
ter, both in the offering of securities and 
in the management of corporations, and 
can therefore be deceived by the names 
used in unsound, promotions. 
British System Considered 

We have given much attention to pro- 
posals for compelling registration, by a 
bureau of the State government, of all cor- 
porations whose securities are offered for 
public sale in this State, accompanied by 
information regarding their financial re- 
sponsibility and prospects, and prohibiting 
the public advertisement or sale of such 
securities without a certificate from the 
bureau that the issuing company has been 
so registered. The object of such registra- 
tion would be to identify the promoters, 
so that they might be readily prosecuted 
in case of fraud. Such a system exists in 
Great Britain. The British “Companies 
Act” provides for such registration, and the 
“Directors’ Liability Act” regulates the oth- 
er evil referred to above. Some members 
of your committee are of the opinion that 
these laws should be adopted in this coun- 
try, so far as they will fit conditions here. 

This would meet with some difficulties, 
due in part to our multiple system of State 
government. If the law were in force only 
in this State, the advertisement and sale 
of the securities in question would be un- 
hindered in other markets, and companies 
would be incorporated in other States, in 
order that their directors and promoters 
should escape liability. The certificate of 
registration might be accepted by inexperi- 
enced persons as an approval by State au- 
thority of the enterprise in question. For 
these reasons the majority of your com- 
mittee does not recommend the regulation 
of such advertising and sale by State regis- 
tration. 


In so far as the misuse of the post office 


for the distribution of swindling circulars 
could be regulated by the Federal authori- 
ties, the officials have been active in check- 
ing it. They inform us that vendors of 
worthless securities are aided materially by 
the opportunity to obtain fictitious price 
quotations for them on the New York Curb 
market. 
Legislation Recommended 

For the regulation of the advertising 
evils, including the vicious “tipster’s” cards, 
we recommend an amendment to the Penal 
Code to provide that any person who ad- 
vertises, in the public press or otherwise, 
or publishes, distributes or mails, any pros- 
pectus, circular, or other statement in re- 
gard to the value of any stock, bonds, or 
other securities, or in regard to the busi- 
ness affairs, property, or financial condition 
of any corporation, joint stock associa- 
tion, copartnership or individual issuing 
stock, bonds, or other similar securities, 
which contains any statement of fact which 
is known to such person to be false, or 
as to which such person has no reasonable 


grounds for believing it to be true, or any 
promises or predictions which he cannot 
reasonably justify, shall be guilty of a mis- 
demeanor; and, further, that every news- 
paper or other publication printing or pub- 
lishing such an advertisement, prospectus, 
circular, or other statement, shall, before 
printing or publishing the same, obtain 
from the person responsible for the same, 
and retain, a written and signed statement 
to the effect that such person accepts re- 
sponsibility for the same, and for the state- 
ments of fact contained therein, which 
statement shall give the address, with street 
number, of such person; and that the pub- 
lisher of any such newspaper or other pub- 
lication which shall fail to obtain and re- 
tain such statement shall be guilty of a 
misdemeanor. 
Bucket Shops 

Bucket shops are ostensibly brokerage 
offices, where, however, commodities and 
securities are neither bought nor sold in 
pursuance of customers’ orders, the trans- 
actions being closed by the payment of 
gains or losses, as determined by price quo- 
tations. In other words, they are merely 
places for the registraton of bets or wagers; 
their machinery is generally controlled by 
the keepers, who can delay or manipulate 
the quotations at will. 

The law of this State, which took effect 
September 1, 1908, makes the keeping of 
a bucket shop a felony, punishable by fine 
and imprisonment, and in the case of cor- 
porations, on second offenses by dissolution 
or expulsion from the State. In the case 
of individuals the penalty for a second of- 
fense is the same as for the first. These 
penalties are imposed upon the theory that 
the practice is gambling; but in order to 
establish the fact of gambling it is neces- 
sary, under the New York law, to show 
that both parties to the trade intended that 
it should be settled by the payment of dif- 
ferences, and not by delivery of property. 
Under the law of Massachusetts it is nec- 
essary to show only that the bucket-shop 
keeper so intended. The Massachusetts law 
provides heavier penalties for the second 
offense than for the first, and makes it a 
second offense if a bucket shop is kept 
open after the first conviction. 

Amendment of Law Recommended 

We recommend that the foregoing fea- 
tures of the Massachusetts law be adopt- 
ed in this State; also that section 355 of the 
act of 1908 be amended so as to require 
brokers to furnish to their customers in all 
cases, and not merely on demand, the 
names of brokers from whom shares were 
bought and to whom they were sold; and 
that the following section be added to the 
act: 

Witness’s privilege: 

No person shall be excused from attend- 
ing and testifying, or producing any books, 
papers, or other documents before an 
court or magistrate, upon any trial, investi- 
gation, or proceeding initiated by the dis- 
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trict attorney for a violation of any of the 
provisions of this chapter, upon the ground 
or for the reason that the testimony or 
evidence, documentary or otherwise, re- 
quired of him may tend to convict him of a 
crime or subject him to a penalty or for- 
feiture; but no person shall be prosecuted 
or subjected to any penalty or forfeiture 
for or on account of any transaction, mat- 
ter, or thing agp which he may so 
testify or produce evidence, documentary 
or otherwise, and no testimony so given 
or produced shall be received against him 
upon any criminal investigation or proceed- 


ing. 

There has been a sensible diminution in 
the number of bucket shops in New York 
since the act of 1908 took effect, but there 
is still much room for improvement. 

Continuous quotations of prices from an 
exchange are indispensable to a _ bucket 
shop, and when such quotations are cut 
off this gambling ends; therefore ever 
means should be employed to cut them off. 


Sales of Quotations 

The quotations of exchanges have been 
judicially determined to be their own prop- 
erty, which may be sold under contracts 
limiting their use. In addition to supply- 
ing its own members in New York city 
with its quotations, the Stock Exchange 
sells them to the telegraph companies, un- 
der contracts restricting the delivery of the 
service in New York city to subscribers 
approved by a committee of the Exchange; 
the contracts are terminable at its option. 
This restriction would imply a purpose on 
the party of the Exchange to prevent the 
use of the quotations by bucket-shop keep- 
ers. But the contracts are manifestly in- 
sufficient, in that they fail to cover the use 
of the service in places other than New 
York city; if eureckeuniion were needed it 
could be found in the fact that the quota- 
tions are the basis for bucket-shop trans- 
actions in other cities. In such effort as 
has been made to control these quotations 
the Exchange has been hampered, to some 
extent, by the claim that telegraph com- 
panies are common carriers, and that as 
such they must render equal service to all 
persons offering to pay the regular charge 
therefor. This claim has been made in 
other States as well as in New York, and 
the telegraph companies have in the past 
invoked it as an excuse for furnishing quo- 
tations to people who were under suspi- 
cion, although it was not possible to prove 
that they were epoting bucket shops. Re- 
cent decisions seem to hold that this claim 
is not well-founded. We advise that a law 
be passed providing that, so far as the 
transmission of continuous quotations is 
concerned, telegraph companies shall not 
be deemed common carriers, or be com- 
pelled against their volition to transmit 
such ‘quotations to any person; also a law 
providing that if a telegraph company has 
reasonable ground for believing that it is 


supplying pemeeseee to a bucket shop, it 
be criminal 


y liable equally with the keep- 
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er of the bucket shop. Such laws would 
enable these companies to refuse to furnish 
quotations upon mere suspicion that par- 
ties are seeking them for an unlawful busi- 
ness, and would compel them to refuse 
such service wherever there was reason- 
able ground for believing that a bucket 
shop was being conducted. 
Licensing Tickers 

Tickers carrying the quotations should 
be licensed and bear a plate whereon 
should appear the name of the corporation, 
firm, or individual furnishing the service or 
installing the ticker, and a hen number. 
Telegraph companies buying or transmit- 
ting quotations from the exchanges should 
be required to publish semi-annually the 
names of all subscribers to the service fur- 
nished, and the number and location of the 
tickers, in a newspaper of general circula- 
tion published in the city or town in which 
such tickers are installed. In case the 
service is furnished to a corporation, firm, 
or person, in turn supplying the quotations 
to others, like particulars should be pub- 
lished. A record, open to. public inspec- 
tion, should be kept by the installing com- 
pany showing the numbers and location of 
the tickers. Doubtless local boards of 
trade, civic societies, and private individu- 
als would, if such information were within 
their reach, lend their aid to the authori- 
ties in the enforcement of the law. 

Measures should be taken also to control 
the direct wire service for the transmission 
of quotations, and for the prompt discon- 
tinuance of such service in case of improp- 
er use thereof. In short, every possible 
means should be employed to prevent buck- 
et shops from obtaining the continuous quo- 
tations, without which their depredations 
could not be carried on a single day. 


The Commodity Exchanges 

Of the seven commodity exchanges in the 
city of New York, three dealing with Prod- 
uce, Cotton, and Coffee, are classed as 
of major importance; two organized by 
dealers in Fruit and Hay, are classed as 
minor; and two others, the Mercantile 
(concerned with dairy and poultry prod-' 
ucts) and the Metal (concerned with mi- 
ning products) are somewhat difficult of 
classification, as will appear hereafter. 


The Major Exchanges 


The business transacted on the three ma- 
jor exchanges is mainly speculative, con- 
sisting of purchases and sales for future 
delivery either by those who wish to elim- 
inate risks or by those who seek to profit 
by fluctuations in the value of products. 
“Cash” or “spot” transactions are insigni- 
ficant in volume. 

The objects, as set forth in the charters, 
are to provide places for trading, establish 


equitable trade principles and usages, ob- 
tain and disseminate useful information, ad- 
just controversies, and fix by-laws and rules 
for these purposes. 

Trading in differences of price and “wash 
sales” are strictly prohibited under penal- 




















ty of expulsion. All contracts of sale call 
for delivery, and unless balanced and can- 
celled by equivalent contracts of purchase, 
must be finally settled by a delivery of 
the merchandise against cash payment of 
its value as specified in the terms of the 
contract; but the actual delivery may be 
waived by the consent of both parties. Pos- 
session is for the most part transferred 
from the seller to the purchaser by ware- 
house receipts entitling the holder to the 
ownership of the goods described. 
Dealing in “Futures” 

The selling of agricultural products for 
future delivery has been the subject of 
much controversy in recent years. A meas- 
ure to prohibit such selling, known as the 
Hatch Anti-Option bill, was debated at 
great length in Congress during the years 
1892, 1893, and 1894. Although it passed 
both House and Senate in different forms, 
it was finally abandoned by common con- 
sent. As shown hereafter, similar legisla- 
tion in Germany has proved injurious; and 
when attempted by our States it has either 
resulted detrimentally or been inoperative. 
The subject was exhaustively considered by 
the Industrial Commission of Congress 
Which in 1901 made an elaborate report 
(Vol. VI), showing that selling for future 
delivery, based upon a forecast of future 
conditions of supply and demand, is an in- 
dispensable part of the world’s commercial 
machinery, by which prices’ are, as far as 
possible, equalized throughout the year to 
the advantage of both producer and con- 
sumer. The subject is also treated with 
clearness and impartiality in the Cyclope- 
dia of American Agriculture, in an article 
on “Speculation and Farm Prices”; where 
it is shown that since the yearly supply 
of wheat, for example, matures within a 
comparatively short period of time, some- 
body must handle and store the great bulk 
of it during the interval between produc- 
tion and consumption. Otherwise the price 
will be unduly depressed at the end of one 
harvest and correspondingly advanced be- 
fore the beginning of another. 

Buying for future delivery causes ad- 
vances in prices; selling short tends to re- 
strain inordinate advances. In each case 
there must be a buyer and a seller and the 
interaction of their trading steadies prices. 
Speculation thus brings into the market 
a distinct class of people possessing capi- 
tal and special training who assume the 
risks of holding and distributing the pro- 
ceeds of the crops from one season to an- 
other with the minimum of cost to pro- 
ducer and consumer. 

Hedging 

A considerable part of the business done 
by these apmnane consists of “hedging.” 
This term is applied to the act of a miller, 
for example, who is under contract to sup- 
ply a given quantity of flour monthly 
throughout the year. In order to insure 
himself against loss he makes a contract 
with anybody whom he considers financial- 
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ly responsible, to supply him wheat at times 
and in the quantities needed. He “hedges” 
against a possible scarcity and consequent 
rise in the price of wheat. If the miller 
were restricted in his purchases to persons 
in the actual possession of wheat at the 
time of making the contract he would be 
exposed to monopoly prices. If the wheat 
producer were limited in his possibilities of 
sale to consumers only, he would be sub- 
jected to the depressing effects of a glut 
in the market in June and September, at 
times of harvest. 

To the trader, manufacturer, or exporter, 
the act of transferring the risk of price 
fluctuations to other persons who are will- 
ing to assume it, has the effect of an in- 
surance. It enables him to use all of his 
time and capital in the management of his 
own business instead of devoting some 
part of them to contingencies arising from 
unforeseen crop conditions. 

ss Alternative Contracts 


In order to eliminate the risk of a short- 
age of specific grades of the merchandise 
thus traded in, contracts generally permit 
the delivery of alternative grades, within 
certain limits, at differential prices; and if 
the grade to be delivered be not suitable 
for the ultimate needs of the purchaser, it 
can under ordinary circumstances be ex- 
changed for the grade needed, by the pay- 
ment of the differential. It is true that in 
this exchange of grades there is sometimes 
a loss or a profit, owing to some unexpect- 
ed diminution or excess of supply of the 
particular grade wanted, due to the weath- 
er or other natural causes. 

Deposits of cash margins may be re- 
quired mutually by members at the time 
of making contracts, and subsequent ad- 
ditional ones if market fluctuations justify. 

Dealings for outsiders are usually upon 
a 10 per cent. margin; obviously if this 
margin were increased generally, say to 20 
per cent., a considerable part of the criti- 
cism due to losses in speculation, particu- 
larly as to the Cotton Exchange, would be 
eliminated. 

The major part of the transactions are 
adjusted by clearing systems, the method 
most prevalent being “ring settlements,” 
by which groups of members having buying 
and selling contracts for identical quanti- 
ties, offset them against each other, can- 
celling them upon the payment of the dif- 
ferences in prices. 

The Produce Exchange 

The New York Produce Exchange was 
chartered by the Legislature in 1862, under 
the style of the “New York Commercial 
Association.” The charter has been amend- 
ed several times; in 1907 dealing in se- 
curities, as well as in produce, was author- 
ized. There are over 2,000 members, but 
a large number are inactive. Some mem- 
bers are also connected with the Stock and 
Cotton Exchanges. The business includes 
dealing in all grains, cottonseed oil, and a 
dozen or more other products; wheat is, 
however, the chief subject of trading, and 
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part thereof consists of hedging by and for 
millers, exporters, and importers, both here 
and abroad. The quantity of wheat received 
in New York in the five years 1904-1908 
averaged 21,000,000 bushels annually. No 
record of “cash” sales is kept. he re- 
ported sales of “futures” show in five years 
an annual average of 480,000,000 bushels, 
the year 1907 showing 610,000,000. A\l- 
though some of these sales were virtually 
bets on price differences, all of them were 
contracts enforceable at law. 

Clearing System 

The greater part of the transactions are 
settled by a clearing system. The Clear- 
ing Association is a separate organization, 
duly incorporated, with a capital of $25,- 
ooo. All members of the association must 
settle daily by the clearing system; other 
members of the Exchange may do so. The 
Clearing Association assumes responsibil- 
ity for the trades of all its members, and 
accordingly controls the exaction of mar- 

ins from members to each other, and may 
increase them at any time if the fluctua- 
tions require it. The records of the clear- 
ings show day by day the status of each 
member's trading—how much he may be 
“long” or “short” in the aggregate. hus 
the members have a system of protection 
against each other; the welfare of all de- 
pends upon keeping the commitments of 
each within safe limits. The official mar- 
gin system operates as a commendable re- 
straint upon over-speculation. 

From our examination of the trading in 
mining stocks recently introduced, we con- 
clude that the lack of experience of this 
body in this class of business has resulted 
in a neglect of proper safeguards to the 
investor and an undue incitement to spec- 
ulative transactions of a gambling nature, 
and should not be tolerated on the Produce 
Exchange. 

The Cotton Exchange 

The New York Cotton Exchange was in- 
corporated by a special charter in 1871. 
Its membership is limited to 450. It is now 
the most important cotton market in the 
world, as it provides the means for finan- 
cing about 80 per cent. of the crop of the 
United States and is the intermediary for 
facilitating its distribution. In fact, it is 
the world’s clearing house for the staple. 
Traders and manufacturers in Japan, India, 
Egypt, Great Britain, Germany, France and 
Spain, as well as the United States, buy 
and sell here daily and the business is still 
increasing. 

Cotton is the basis of the largest textile 
industry in the world. The business is con- 
ducted on a gigantic scale in many coun- 
tries, by means of vast capital, complicated 
machinery, and varied processes involving 
considerable periods of time between the 
raw material and the finished product. Sell- 
ing for future delivery is necessary to the 
harmonious and uninterrupted movement 
of the staple from producer to consumer. 
Nearly all the trading, beginning with that 
of the planter, involves short selling. The 
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planter sells to the dealer, the dealer tw 
the spinner, the spinner to the weaver. the 
weaver to the cloth merchant, before the 
cotton of any crop year is picked. Deal- 
ers who take the risk of price fluctuations 
insure all the other members of this trading 
chain against losses arising therefrom and 
spare them the necessity of themselves be- 
ing speculators in cotton. The risks con- 
nected with raising and marketing cotton 
must be borne by some one, and this is 
now done chiefly by a class who can give 
their undivided attention to it. 


Grading of Cotton 

The grading of cotton is the vital feature 
of the trade. When no grade is specified 
in the contract, it is construed to be mid- 
dling. There are now eighteen’ grades 
ranging from middling stained up to fair. 
This classification differs somewhat from 
that of other markets, and last January the 
Department of Agriculture at Washington 
took up the subject of standardizing the 
various grades for all American markets. 
The New York Cotton Exchange partici- 
pated in this work; a standard was thus 
adopted, the types of which were supplied 
by its classification committee. It varies 
but little from the one previously in use 
here. The samples chosen to represent the 
several types are now sealéd, in possession 
of the Department of Agriculture, await- 
ing the action of Congress. 

The cotton plant is much exposed to vi- 
cissitudes of the weather. A single storm 
may change the grade of the crop in large 
sections of the country. It becomes neces- 
sary therefore to provide some protection 
for traders who have made contracts to 
deliver a particular grade which has be- 
come scarce by an accident which could not 
be foreseen. For this purpose alternative 
deliveries are allowed by the payment of 
corresponding price differentials, fixed by 
a committee of the Exchange twice annual- 
ly, in the months of September and No- 
vember. 

Settlements of trades may be made in- 
dividually, or by groups of members, or 
through a clearing system, the agency of 
which is a designated bank near the Ex- 
change. No record is kept of the transac- 
tions, but it is probable.that for a series 
of years the sales have averaged fully 50,- 
000,000 bales annually. 

Inordinate Speculation 

There have been in the past, instances 
of excessive and unreasonable speculation 
upon the Cotton Exchange, notably the 
Sully speculation of 1904. We believe that 
there is also a great deal of speculation of 
the gambling type mentioned in the intro- 
duction to this report. In our opinion, the 
Cotton Exchange should take measures to 
restrain and, so far as possible, prevent 
these practices, by disciplining members 
who engage in them. The officers of the 
Exchange must in many cases be aware 
of these practices, and could, in our opin- 
ion, do much to discourage them, 
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The Coffee Exchange 


The Coffee Exchange was incorporated 
by special charter in 1885. It has 320 mem- 
bers, about per cent. active. 

It was established in order to supply a 
daily market where coffee could be bought 
and sold and to fix quotations therefor, in 
distinction from the former method of al- 
ternate glut and scarcity, with wide varia- 
tions in price—in short, to create stability 
and certainty in trading in an important 
article of commerce. This it has accom- 
plished; and it has made New York the 
most important primary coffee market in 
the United States. But there has been re- 
cently introduced a non-commercial factor 
known as “valorization,” a governmental 
scheme of Brazil, by which the public treas- 
ury has assumed to purchase and hold a 
certain percentage of the coffee grown 
there, in order to prevent a decline of the 
price. This has created abnormal condi- 
tions in the coffee trade. 

All transactions must be reported by the 
seller to the superintendent of the Ex- 
change, with an exact statement of the 
time and terms of delivery. The record 
shows that the average annual sales in the 
past five years have been in excess of 16,- 
000,000 bags of 250 pounds each. 

Contracts may be transferred or offset by 
voluntary clearings by groups of members. 
There is no general clearing system. There 
is a commendable rule providing that, in 
case of a “corner,” the officials may fix a 
settlement price for contracts to avoid dis- 
astrous failures. 

The Other Exchanges 


Of the exchanges which we have classed 


as minor, those dealing with Fruit and. 


Hay, appear to be in nowise concerned with 
speculation. No sales whatever are con- 
ducted on them, all transactions being con- 
summated either in the places of business 
of the members or at public auction to the 
highest bidder. No quotations are made 
or published. 

In the case of the other two commodity 
exchanges, the Mercantile and the Metal, 
new problems arise. Although quotations 
of the products appertaining to these ex- 
changes are printed daily in the public 
press, they are not a ‘record of actual 
transactions amongst members, either for 
immediate or future delivery. 

It is true that on the Mercantile Ex- 
change there are some desultory opera- 
‘tions in so-called future contracts in but- 
ter and eggs, the character of which is, 
however, revealed by the fact that neither 
delivery by the seller nor acceptance by 
the buyer is obligatory; the contract may 
be voided by either party by payment of a 
maximum penalty of 5 per cent. There 
are nominal “calls,” but trading is con- 
fessedly rare. The published quotations 
are made by a committee, the membership 
of which is changed periodically. That 
committee is actvally a close corporation 
of the buyers of butter and eggs, and the 
prices really represent their views as to 
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the rates at which the trade generally 
should be ready to buy from the farmers 
and country dealers. 

Similar, but equally deceptive, is the 
method of making quotations on the Metal 
Exchange. In spite of the apparent ac- 
tivity of dealings in this organization in 
published market reports, there are no ac- 
tual sales on the floor of the Metal Ex- 
change, and we are assured that there have 
been none for several years. Prices are, 
however, manipulated up and down by a 
quotation committee of three, chosen an- 
nually, who represent the great metal sell- 
ing agencies as their interest may appear, 
affording facilities for fixing prices on large 
contracts, mainly for the profit of a small 
clique, embracing, however, some of the 
largest interests in the metal trade. 

These practices result in deceiving buy- 
ers and sellers. The making and publish- 
ing of quotations for commodities or se- 
curities by groups of men calling them- 
selves an exchange, or by any other simi- 
lar title, whether incorporated or not, 
should be prohibited by law, where such 
quotations do not fairly and truthfully rep- 
resent any bona fide transactions on such 
exchanges. Under present conditions, we 
are of the opinion that the Mercantile and 
Metal Exchanges do actual harm to pro- 
ducers and consumers, and that their char- 
ters should be repealed. 


The Experience of Germany 

In 1892 a commission was appointed by 
the German Government to investigate the 
methods of the Berlin Exchange. The reg- 
ular business of this exchange embraced 
both securities and commodities; it was an 
open board wheres anybody by paying a 
small fee could trade either for his own 
account, or as a broker. The broker could 
make such charge as he pleased for his 
services, there being no fixed rate of com- 
mission. Settlements took place monthly. 
Margins were not always required. Under 
these circumstances many undesirable ele- 
ments gained entrance to the Exchange 
and some glaring: frauds resulted. 

The commission was composed of gov- 
ernment officials, merchants, bankers, man- 
ufacturers, professors of political economy, 
and journalists. It was in session one year 
and seven months. Its report was com- 
pleted in November, 1893. Although there 
had been a widespread popular demand that 
all short-selling should be prohibited, the 
commission became satisfied that such a 
policy would be harmful to German trade 
and industry, and they so reported. They 
were willing, however, to prohibit specu- 
lation in industrial stocks. In general the 
report was conservative in tone. 


The Law of 1896 


The Reichstag, however, rejected the bill 
recommended by the commission and in 
1804 enacted a law much more drastic. The 
landowners constituting the nowerful 
Agrarian party, contended that short-selling 
lowéred the price of agricultural products. 
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and demanded that contracts on the Ex- 
change for the future delivery of wheat and 
flour be prohibited. The Reichstag assent- 
ed to this demand. It yielded also to de- 
mands for an abatement of stock specula- 
tion, and prohibited trading on the Ex- 
change in industrial and mining shares for 
future delivery. It enacted also that every 
person desiring to carry on speculative 
transactions be required to enter his name 
in a public register, and that speculative 
trades by persons not so registered should 
be Eeaned ambling contracts and void. 
The object B the registry was to deter the 
small speculators from stock gambling and 
restrict speculation to men of capital and 
character. 

The results were quite different from the 
intention of the legislators. Very few per- 
sons registered. Men of capital and char- 
acter declined to advertise themselves as 
speculators. The small fry found no diffi- 
culty in evading the law. Foreign brokers, 
seeing a new field of activity opened to 
them in Germany, flocked to Berlin and 
established agencies for the purchase and 
sale of stocks in London, Paris, Amster- 
dam and New York. Seventy such offices 
were opened in Berlin within one year af- 
ter the law was passed, and did a Rourish- 
ing business. erman capital was thus 
transferred to foreign markets. The Berlin 
Exchange became insignificant and the fi- 
nancial standing of Germany as a whole 
was impaired. 


Detrimental Consequences 


This, however, was not the most serious 
consequence of the new law. While bank- 
ers and brokers, in order to do any busi- 
ness at all, were required to register, their 
customers were not compelled to do so. 
Consequently the latter could speculate 
through different brokers on both sides of 
the market, pocketing their profits and 
welching on their losses as gambling con- 
tracts. pl aed cases of this kind arose, 
and in some the plea of wagering was en- 
tered by men who had previously borne a 
good reputation. They had yielded to the 
temptation which the new law held out to 
them. 

Another consequence was to turn over 
to the large banks much of the business 
ey done by independent houses. 

ersons who desired to make speculative 
investments in home securities applied di- 
rectly to the banks, depositing with them 
satialactety security for the purchases. As 
the German banks were largely promoters 
of new enterprises, they could sell the 


securities to their depositors and finance 
the enterprises with the deposits. 
was a 
times, 


This 
rofitable and safe business in good 
ut attended by dangers in periods 
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of stringency, since the claims of deposi- 
tors were payable on demand. Here again 
the law worked grotesquely, since custom- 
ers whose names were not on the public 


register could, if the speculation turned 

out badly, reclaim the collateral or the 

cash that they had deposited as security. 
Modification of Law in 1908 

The evil consequences of the law of 1896 
brought about its partial ‘repeal in 1908. 
By a law then passed the government may, 
in its discretion, authorize speculative 
transactions in industrial and mining se- 
curities of companies capitalized at not 
less than $5,000,000; the Stock Exchange 
Register was abolished; all persons whose 
names were in the “Handelsregister” 
(commercial directory), and all persons 
whose business was that of dealing in se- 
curities, were declared legally bound by 
contracts made by them on the Exchange. 
It provided that other persons were not 
legally bound by such contracts, but if such 
persons made deposits of cash or collat- 
eral security for speculative contracts, they 
could not reclaim them on the plea that 
the contract was illegal. 

In so far as the Reichstag in 1896 had 
aimed to prevent small speculators from 
wasting their substance on the Exchange, 
it not only failed, but, as we have seen, it 
added a darker hue to evils previously ex- 
isting. 

Germany is now seeking to recover the 
legitimate business thrown away twelve 
years ago. She still prohibits short sell- 
ing of grain and flour, although the effects 
of the prohibition have been quite different 
from those which its supporters antici- 
pated. As there are no open markets for 
those products, and no continuous quota- 
tions, both buyers and sellers are at a dis- 
advantage; prices are more fluctuating than 
they were before the passage of the law 
against short-selling. 

Thanks to the Chamber of Commerce 


Our cordial thanks are due to the Cham- 
ber of Commerce of the State of New 
York, for the free use of rooms. in its 
building for our sessions, and of its li- 
brary, and other facilities. 

Respectfully submitted, 
Horace Wuite, Chairman; 
Cuartes A. SCHIEREN, 
Davin LEVENTRITT, 
CrarK WILLIAMS, 

Joun B. Crark, 

Wrarp V. KING, 

Samuet H. Orpway, 

Epwarp D. Pace, 

CHARLES SPRAGUE SMITH, 

Maurice L. MuUHLEMAN, 
Secretary. 

New York, June 7, 1909. 

















Studies in Tape Reading. 


By Rollo Tape 


Author of * Powers Behind the Market,” * The Machinery of Manipulation,” Wc. 


X. Various Examples ard Suggestions 


ECENT trading observations 

R and experiments have con- 

winced me that it is impracti- 

cable and almost impossible to 

gauge the extent of a movement by 
its initial fluctuations. 

Many important swings begin in the 
most modest way. The top of an im- 
portant decline may present nothing 
more than a light volume and a drift- 
ing tendency toward lower prices, sub- 
sequently developing into a _ heavy, 
slumpy market, and ending in a vio- 
lent downward plunge. 

In a previous number I suggested 
that the Tape Reader select only those 
moves which seem to offer opportuni- 
ties for wide swings. My opinion now 
is that the operator should aim to 
catch every important swing in the 
leading active stock. To do this he 
must act promptly when a stock goes 
into a new field or otherwise gives an 
indication, and he must be ready to 
follow wherever it leads. If it has 
been moving within a three point radi- 
us and suddenly takes on new life and 
activity, bursting through its former 
bounds, he must go with it. 

I do not mean that he should try to 
catch every wriggle. If the stock rises 
three points and then reverses one or 
one and a half points on light volume, 
he must look upon it as a perfectly 
natural reaction and not a change of 
trend. The expert operator will not 
ordinarily let all of three points get 
away from him. He will keep pushing 
his stop up behind until the first good 
reaction puts him out at close to the 
high figure. This leaves him in a po- 
sition to repurchase on the reaction, 
provided no better opportunity pre- 


sents.itself. Having purchased at such 
a time, he will sell out again as the 
price once more approaches the high 
figure, unless indications point to its 
forging through to a new high level. 

Every movement of the market and 
of each stock passes through stages 
corresponding to those in the life of 
an individual, aptly described by my 
old college chum, Bill Shakespeare, as 
“The Seven Ages.” The Tape Reader 
aims to get in during Infancy and out 
at Old Age. 

Usually a movement gives signs 
when it begins to totter. A recent 
example was given in the rise in Union 
Pacific about June 21st to 23d (1909), 
when the stock rose from 187% to 
1945%%, accompanied by an abnormal 
advance in the preferred. Each morn- 
ing the London price for both issues 
came higher and there was persistent 
buying all day in the New York mar- 
ket. After touching 19454 the move- 
ment completely fizzled out. Buying 
pressure ceased. The preferred react- 
ed sharply, and the common came back 
to 193%. Thereafter its rallies were 
feeble, the pressure was all on the 
down side, and today, June 26th, it is 
still heavy at 191%. 

A new bull movement may have its 
birth during great weakness or pres- 
sure. Just prior to the above time, 
Reading was pounded down to 147%, 
then to 147%, and the resistance which 
it offered at this level gave notice that 
a new swing was about to be inaugu- 
rated. These were signs that the Tape 
Reader had better get bullish. Pur- 
chases could have been made with onl 
a fractional risk, and subsequent prof- 
its were chiefly on the bull side. Two 
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or three days later, the price touched 
15514, then it went above 158. 

The more we study volumes, the 
better we appreciate their value in 
Tape Reading. It frequently occurs 
that a stock will work within a three 
point range for days at a time without 
giving one a chance for a respectable- 
sized scalp. Without going out of 
these boundaries, it suddenly begins 
coming out on the tape in thousands 
instead of hundreds. This is evidence 
that a new movement has started, but 
not necessarily in the direction which 
is first indicated. The Tape Reader 
must immediately go with the trend, 
but until it is clearly defined and the 
stock breaks through its former limits 
with large and increasing volumes, he 
must exercise great caution. The rea- 
son is this: If the stock has been sud- 
denly advanced, it may be for the pur- 
pose of facilitating sales by a large 
operator. The Tape is the most sug- 
gestive thing in the world. A sharp 
rise of this kind induces a number of 
people to buy; their buying attracts 
others and as the tide swells it carries 
all before it until everybody throws 
caution aside and jumps in. Thus we 
see a cross section of a pyramid 
formed by outsiders working en masse. 
A legitimate movement of this kind 
will frequently run several points. The 
large operator who wishes to unload a 
block of stock or put out a big line 
of shorts, creates an illegitimate move, 
inducing others to buy and making a 
market for what he wishes to dispose 
of. The best way to distinguish the 
genuine from the fictitious move is to 
watch out for abnormally large vol- 
umes within a small radius. This usu- 
ally evidences washed sales and other 
manipulations. The large volume is 
simply a means of attracting buyers 
and disguising the hand of the opera- 
tor. 

A play of this kind took place the 
last time Reading struck 15934 (June, 
1909). I counted some 80,000 shares 


within about half a point of 159—un- 
mistakable notice of a coming decline. 
This was a case where the stock was 
- up before being put down, and the 

ape Reader who interpreted the move 
correctly and played for a good down 
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swing would have made considerable 
money. 

We frequently hear people complain- 
ing that “the public is not in this mar- 
ket,” as though that were a reason 
why stocks should not go up or the 
market should be avoided. The speak- 
er is usually one of those who consti- 
tute “the public,” but he regards the 
expression as signifying “every out- 
sider except myself.” In the judgment 
of many the market is better off with- 
out the public. To be sure, brokers 
do not enjoy so large a business, the 
fluctuations are not so riotous, but the 
market moves in an orderly way and 
responds more accurately to prevail- 
ing conditions. 

A market in which the public pre- 
dominates represents a sort of specula- 
tive “jag” indulged in by those whose 
stock market knowledge should be 
rated at 4%. Everyone recognizes the 
fact that when the smoke clears away, 
the Street is full of victims who didn't 
know how and couldn’t wait to learn. 
Their plungings produce violent fluc- 
tuations, however, and in this respect 
are of advantage to the Tape Reader 
who would much rather see ten-point 
than three-point swings. 

To offset this, there are some disad- 
vantages. First, in a market where 
there is “rioting of accumulated mar- 
gins,” the tape is so far behind that it 
is seldom one can secure an execution 
at anywhere near his price. This is 
especially true when activity breaks 
out in a stock which has been com- 
paratively dull. So many people with 
money, watching the tape, are attract- 
ed by these apparent opportunities, 
that the scramble to get in results in 
everyone paying more than he figured; 
thus the Tape Reader finds it impos- 
sible to know where he is at until he 
gets his report. His tape prices are 
five minutes’ stale and his broker is so 
busy it takes four or five minutes for 
an execution instead of one or two 
minutes. 

In the next place, stop orders -are 
often filled at from small fractions to 
points away from his stop price—there 
is no telling what figure he will get, 
while in ordinary markets he car plece 
his stops within % of a resistance point 




















and frequently have the price come 
within % of his stop without catching 
it. 

So it is a question whether, all things 
considered, the presence of the public 
is a help or a detriment to successful 
Tape Reading. 

Speaking ot stop orders: The ways 
in which one may manipulate his stops 
for protection and advantage, become 
more numerous as experience is ac- 
quired. Remembering that the Tape 
Reader is operating for a fractional 
average profit per trade, or per day, 
he cannot afford to let a point profit 
run into a loss, or fail to “plug” a lar- 
ger profit at a point where at least a 
portion of it will be preserved. 

One of my recent day’s trading will 
illustrate this idea. I had just closed 
out a couple of trades, in which there 
had been losses totaling slightly over 
a point. Both were on the long side. 
The market began to show signs of a 
break, and singling out Reading as the 
most vulnerable, I got short of it at 
15034. Ina few moments it sold below 
150. My stop was moved down so 
there couldn’t be a loss, and soon a 
slight rally and another break gave 
me a new stop which insured a profit, 
come what might. A third drive start- 
ed, and I pushed the stop down to 
within % of the tape price at the time, 
as it was late in the day and I consid- 
ered this the final plunge. By the time 
my order reached the floor the price 
was well away from this latest stop 
and when the selling became most vio- 
lent I told my broker to cover “at the 
market.” The price paid was within 
4 of the bottom for the day, and net- 
ted 254 after commissions were paid. 

I strongly advocate this method of 
profit insuring. The scientific elimi- 
nation of loss is one of the most im- 
portant factors in the art, and the oper- 
ator who fails to properly protect his 
paper profits will find that many a 
point which he thought he had cinched 
has slipped away from him. 

It is also a question whether, in such 
a case, the trade had better not be 
stopped out than closed out. When 
you push a stop close behind a rise or 
a decline, you leave the way open for 
a further profit; but when you close 
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the trade of your own volition, you 
shut off all such chances. If it is your 
habit to close out everything before 
three o'clock daily, the stop may be 
placed closer than ordinarily during 
the last fifteen minutes of the session, 
and when a sharp move in the desired 
direction occurs, the closing out may 
be done by a stop only a fraction away 
from the extreme price. This whole 
- plan of using stops is a sort of squeez- 
ing out the last drop of profit from 
each trade and never losing any part 
that can possibly be retained. 

Suppose the operator sells a stock 
short at 53 and it breaks to 51. He is 
foolish not to bring his stop down to 
51% unless the market is ripe for a 
heavy decline. With his stop at this 
point he has two chances out of three 
that the result will be satisfactory: (1) 
The price may go lower and yield a 
further profit; (2) The normal rally 
to 52 will catch his stop and enable 
him to put the stock out again at that 
price. The third contingency is that 
it will rally to about 5144, catch his 
stop and then go lower. He can scarce- 
ly mourn over the loss of a further 
profit in such a case. 

If the stock refuses to rally the full 
point to which it is entitled, that is, if 
it comes up to 51% or % and still acts 
heavy, it may be expected to break 
lower, and there usually is ample time 
to get short again at a price that will 
at least cover commissions. 

There is nothing more confusing 
than to attempt scalping on both sides 
of the market at once. You may go 
long of a stock which is being put up 
or is going up for some special reason, 
and short of another stock which is 
persistently weak. Both trades -may 
pan out successfully, but meantime the 
judgment will be interfered with and 
some foolish mistake will be made in 
four cases out of five. As Dickson G. 
Watts said, “Act so as to keep the 
mind clear, the judgment trustworthy.” 
The mind is not clear when the trader 
is working actively on two opposing 
sides of the market. A bearish indica- 
tion is favorable to one trade, and un- 
favorable to the other. He finds him- 
self interpreting every development as 
being to his advantage and forgetting 
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the important fact that he is also on 
the opposite side. 

It is much better if you are short 
of one stock and see another that looks 
like a purchase, to wait until you have 
<overed your short trade (on a dip if 
possible), and then take the long side 
‘of the other issue. The best time for 
‘both covering and going long is on a 
‘recession which in such a case serves a 
‘double purpose. The mind should be 
amade up in advance as to which deal 
‘offers the best chance for profit, so that 
when the moment for action arrives 
there will be nothing to do but act. 

This is one great advantage the 
Tape Reader has over other operators 
who do not employ market science. 
By a process of elimination he decides 
which side of the market and which 
stock affords the best opportunity. He 
either gets in at the inception of a 
movement or waits for the first reac- 
tion after the move has started. He 
knows just about where his stock will 
come on the reaction and judges by 
the way it then acts whether his first 
impression is confirmed or nullified. 
After he gets in it must come up to 
expectations or he should abandon the 
trade. If it is a bull move, the volume 
must increase and the rest of the mar- 
ket offer some support or at least not 
oppose it. The reactions must show a 
smaller volume than the advances, in- 
dicating light pressure, and each up- 
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ward swing must be of longer duration 
and reach a new high level, or it will 
mean that the rise has spent its force 
either temporarily or finally. 

Tape Reading is the only known 
method of trading which gets you in 
at the beginning, keeps you posted 
throughout the move, and gets you out 
when it has culminated. 

If anything more approaching per- 
fection in this regard exists will some- 
one kindly come to the front with it? 

Has anyone ever heard of a man, a 
method, system, or anything else that 
will do this for you in Wall Street? 

It has made fortunes for the com- 
paratively few who have followed it. 

It is an art in which one can become 
highly expert and more and more suc- 
cessful as practice and experience 
sandpapers his work and shows him what 
to avoid. 

I should like to hear from my read- 
ers who have followed this series, 
whether they have been operating un- 
der its guidance or not. I should like 
to know how many have started to 
perfect themselves in Tape Reading, 
and how many have been aided indi- 
rectly; what portions and which ideas 
have benefited them most; what points 
are not clear or still uncovered. Please 
write me fully and I will try to answer 
in the two subsequent numbers, which 
will close the series. Address Rollo 
Tape, care of THe TICKER. 


(Continued in the September issue.) 
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The Time to Buy Bankrupt Stocks 


Past Reorganizations as Guides to Present Opportunities 


E have previously called at- 

tention to the fact that the 

psychological moment for 

buying stocks of properties 
which are in_ receiver's hands _ is 
just before the last assessment is to 
be paid on the stock. As certain is- 
sues are now approaching this stage, 
it may be well to brush up our memo- 
ries as to why the above is true. 

Suppose a railroad with $50,000,000 
worth of one class of stock goes into 
the hands of a receiver and a 20 per 
cent. assessment is called, payable in 
four instalments of 5 per cent. each. 
Many holders will sell at the first sign 
of a receivership. Others will liquidate 
when the first payment becomes due. 
A great number will follow suit when 
they find that there is constant. liqui- 
dation, thinking themselves unable to 
finance the necessary payments. 

Many people fail to realize that each 
payment is immediately reflected in the 
market price of the stock. A stock 
selling at 12 will be quoted at 17 after 
a 5 per cent. assessment and it is not 
always clear to them that their banker 
or broker will finance these assess- 
ments without payment or expense to 
them. Another important reason for 
such liquidation is that people grow 
tired of lugging a stock along indefi- 
nitely and as receiverships are extreme- 
ly tedious, the impression grows that 
more money can be made in other se- 
curities, consequently holdings are 
thrown over at a heavy loss. 

When the last assessment is du and 
payable, all this liquidation comes to a 
climax. Those who have hung on in 
the hope of getting a better price final- 
ly let their stock go rather than submit 
to the seeming extortion. That is 
where the wise ones step in and secure 
what is usually a bargain. 

Technically, the market for the stock 


is strongest after this liquidation has. 
been completed. At this point also, 
the underwriting syndicate which has 
stood behind the reorganization be- 
comes an important factor. In the 
majority of cases the syndicate receives 
for its services a considerable block of 
stock in the newly organized corpora- 
tion. To realize upon this stock, an 
advancing market must be created and 
an ultimately higher level will be 
reached on which sales can be made. 
All this is to the advantage of the 
owner who hangs on throughout the 
trouble or who comes in at the bargain 
level. 

As for the corporation itself, the re- 
organization has placed it on a firm 
basis, with fixed charges well within 
earning power, with cash resources 
sufficient for its immediate needs and 
with provisions made for future bond 
issues necessary to maintain and ex- 
tend its lines. It will be seen there- 
fore, that all the unhealthy parts of 
the structure have been removed and 
the whole proposition is in thoroughly 
sound shape when the new corporation 
commences business. The buyer of se- 
curities at this point has practically 
nothing to lose and everything to gain. 

An illustration of how this worked 
out in Union Pacific a dozen years 
ago, was shown in the article “How I 
Studied Securities” (February ‘oo 
Ticker). Buyers would have come 
into the newly organized corporation 
on a basis of about 16 had they bought 
just before the last assessment was 
paid. When we stop to consider that 
I5 per cent. in cash had been paid into 
the property and that buyers at 16 
were practically coming in on the ba- 
sis of 6 per cent. more than the cash 
in the treasury, with all the road and 
equipment thrown in for good measure, 
it would seem like a safe proposition, 
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even if we were not acquainted with 
the fact that the stock is now close to 
200 and paying 10 per cent. yearly divi- 
dends. 

American railway history has shown 
that a reorganization is but a tempo- 
rary expedient. In looking over the 
record of any great property we will 
recognize that such incidents can be 
likened to diseases of childhood. We 
venture the prediction that stocks now 
undergoing reorganization will, before 
many years, be paying handsome divi- 
dends on even the most despised of 
their present securities. 

Among the railway’ properties now 
in process of reorganization are Chi- 
cago Great Western, Seaboard Air 
Line and Western Maryland. Com- 
pare these few properties with the long 
list of bankrupt roads subsequent to 
the panic of 1893, the most prominent 
of which were Union Pacific, Atchison, 
Southern Railway, Norfolk and West- 
ern, Erie, Baltimore and Ohio, Read- 
ing and Northern Pacific. 

These stocks could all have been 


picked up at a few dollars a share. 
The average price of their common 
shares is now 113. Think what a tre- 
mendous loss this represents to per- 


manent investors who paid higher 
prices but were shaken out during that 
unfortunate period. 

And why will not the same be said 
of those who part with their holdings 
now, when a little patience and a sim- 
ple request for aid addressed to their 
banker or broker will bring them 
through the difficulty? 

At this writing, liquidation in cer- 
tain stocks is persistent, and new low 
prices are being made daily. Mean- 
while certain people who make a busi- 
ness of picking up what no one else 
wants are buying on a scale down, 
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what are destined to become dividend 
payers within a few years. 

Daggett’s “Railroad Reorganiza- 
tions” contains some interesting sug- 
gestions in this regard. It says: 

“It is the subsequent rise in stock 
quotations to which we must turn for 
an explanation of the willingness of 
stockholders to contribute such heavy 
sums. The assessments, we find, did 
not come out of the stockholders’ 
pockets in the end, for their payment, 
in connection with other features of 
reorganization, so enhanced the value 
of shares that only six months after re- 
organization the price of stocks in all 
cases was nearly equal to the assess- 
ment plus the previous market quota- 
tion. In some instances, such as the 
Baltimore & Ohio, the sum amounted 
to more than this total. (The very 
large increase in the Baltimore & Ohio 
quotations was doubtless due to the 
lateness of the reorganization). Re- 
fusal to pay would have wiped out the 
stockholder’s interest and have kept 
him from benefiting from the rise. It 
is needless to add, that quotations to- 
day are many times the amount of 
the assessment. The increase in value 
has occurred alike for common and 
preferred stock, even in times of severe 
depression. On the whole, it has 
abundantly justified the payments 
which stockholders were asked to 
pay.” 

As in practically every case pre- 
ferred stock was given to the amount 
of these assessments the value of this 
preferred stock must be added to the 
price at which the common sold after 
reorganization. For instance, in the 
case of Union Pacific, anyone who paid 
$1,500 assessment on 100 shares receiv- 
ed 15 shares of preferred stock which 
sold within six months at about S60 
per share. 

















Story of a Wall Street Lamb 


Dedicated to Thomas W. Lawson 


heard of a “run” on the Lin- 

coln Trust Co., and, having 

some $600 on deposit there, | 
sent a man to get in line and draw 
the money out for me. 

Getting the money in full, I placed 
it in a safe deposit vault. After a short 
time a friend suggested that stocks 
were cheap and would no doubt in- 
crease in value within a short time. 
Convinced that this was so, and after 
looking up the address of a reputable 
broker, I bought 15 shares of UV. S. 
Steel common at $24. This was on No- 
vember 13th. 

On December 2d, the price of steel 
had advanced to $25, and I bought 10 
shares more at that price, making 25 
shares in all, which cost me $613.13, in- 
cluding brokers’ charges. 

I had about $800 on deposit in a sa- 
vings bank that required three months’ 
notice of intention to withdraw, so I 
tried to sell my pass book through my 
broker; this I was unable to do. The 
broker suggested that, as I owned 25 
shares of Steel, it was not necessary for 
me to pay for more, as I could trade 
on margin and deposit my stock cer- 
tificate as collateral. This seemed 
very easy to me, so on December roth 
I bought 40 shares of Steel at $25% 
on margin. On December 2oth, the 
broker called me on the ’phone, saying 
that he had inside information that 
Distillers’ Securities was going up, 
and advised buying 25 shares at $20, 
which I did. This left me about $950 
in debt against my certificate for 25 
shares of Steel common. 

About this time I succeeded in get- 
ting my money out of the savings 
bank, and was advised to place this 
with the broker as additional margin. 
This I did after which I soon began 
to trade in a conservative way, buying 


S OON after the panic of 1907, I 


‘ with the broker. 


on recessions and selling at a few 
points’ profit, until, on January roth, 
1908, I had a paper profit of $267.93 on 
an investment of about $1,400. 

This success made me impatient to 
multiply my profits still faster, in con- 
sequence of which, on January 15th | 
bought 50 shares of Westinghouse 
Electric at 51, and 50 shares of Dis- 
tillers’ Securities at 35. Both stocks 
went down from the time I bought 
them until, on February rst I sold out 
at a loss of $513.91. 

This loss did not discourage me, as 
I was told that most successful men 
had learned to trade by just such ex- 
periences, and my broker suggested 
that I play American Smelters on a 
scale, i. e., buy 10 shares at every point 
up or down and sell each lot of Io 
shares at 1% points profit. I started 
trading that way on March 11th, buy- 
ing my first lot at 65%; this I sold at 
6654, making a net profit of $12.30. 

I continued playing this game with 
increasing success, sometimes making 
three sales a day and at other times 
buying down as the market fluctuated, 
until I would have 100 shares of stock, 
the last lot being 10 points lower than 
I paid for the first lot of 10 shares. 

This success emboldened me to in- 
crease my buying, first to 15 shares at 
a time, then 20, and by August 5th 
Smelters was selling at 92%, I had a 
paper profit of $2,500 and was trading 
in 25 share lots with an order on my 
broker to limit my holdings to 250 
shares. In other words, I was prepar- 
ed to buy about $23,000 worth of stock 
on a margin of about $4,000 that I had 
Within three days, 
Smelters went up from 92% to 107; I 
bought and sold all the way up, giving 
me a paper profit of about $600 in 
three days. 

On August 8th Lawson, the widows’ 
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and orphans’ best friend, advertised in 
flaming headlines, advising everyone 
to buy Smelters as it was going up to 
170 per share. This, I knew, meant 
that the price of the stock was going 
down, which it did, as fast as it had 
one up, leaving me with 250 shares of 
melters costing about $26,000. 

Prices sagged slowly until, on Sep- 
tember 16th, Smelters declined to 88; 
my margin was exhausted, the broker 
sold out my account, and I found I had 
lost all that I had saved by ten years 
of hard labor, whereas, if I had held the 
Steel I bought outright until now, I 
could have more than doubled my 
capital without any risk or worry. . 

In going over the account, I find that 
I traded in 2,510 shares, for which the 
broker received $627.50 in commis- 
sions and $198.96 interest charges, or 
a total of $826.46. From this, it can 
readily be seen that in ten months 


trading the broker received 59 per cent 
of the capital I started to trade with, 
showing that stock gambling is a most 
profitable business to those who deal 


the cards. 


Ed. Note: The first thing a Lamb 
does after losing his money is to cast 
about for some one to blame. He 
never thinks of looking in the mirror, 
which, ninety per cent. of the time, will 
show him the true culprit. 

In this case, “those who deal the 
cards” seem to be the cause of the 
trouble. Just who did the dealing for 
him is not made clear, but we take it 
that he refers to his broker. 

In looking over the account of his 
trading we find these expressions. 
“This success made me impatient to 
multiply my profits still faster” and 
“emboldened me to increase my buy- 
ing, first to 15 shares at a time, then 
20” and finally we find him trading in 
25-share lots, pyramiding at every 
point with and against the market. 
Only a miracle could save him when 
he had reached this stage. 

It will be noticed that the broker 
suggested his trading in 10 share units. 
If he had continued on this scale he 
would doubtless have ridden out the 
storm in Smelters. But cupidity got 
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¢d with a big splash and a couple of 
gurgles. 

He had a chance to save himself 
after reading Lawson’s advertisement 
but failed to act. He says: “This I 
knew meant that the price of the stock 
was going down,” yet he sat there long 
of a big load at top prices and let them 
take all his money ($4,600) from under 
his nose. Then he blames his broker 
because the latter received $627.50 in 
commissions and $198.96 in interest— 
a fine dispensation of justice. 

People who think the amount paid 
to brokers for commissions and inter- 
est represents pure gain to the latter 
should go into the brokerage business 
and find out for themselves. They will 
learn that after the membership and 
capital are provided, involving $150,000 
or $200,000, the rent, pay-roll and a 
hundred other expenses are to be met 
before the broker gets his own living 
expenses; that out of the $12.50 per 
100 shares received he is lucky to get 
$2 or $3 net; that the profit in the in- 
terest account is usually from one- 
tenth to one-sixth of the total charge. 

Another point in this person’s ex- 
perience, and one which is character- 
istic of most lambs, is his having risked 
all he had saved by ten vears of hard 
labor. We wish it were possible to 
reach every individual at the time he 
is considering his first speculative ven- 
ture. We should like to show him the 
difference between speculation and 
gambling, conservatism and reckless- 
ness and the value of long practice in 
small lots until the business is thor- 
oughly understood. 

It is doubtful if the majority would 
accept the suggestions. Probably not 
more than a few would follow them. 
But after the many had lost their capi- 
tal through their own ignorance, they 
would at least blame nobody else. 

[If this lamb had accumulated $30,- 
000 instead of $3,000 in paper profits, 
the result would have been the same 
in the end. It is to be hoped that he 
will profit by his lesson and that others 
who read about him will do likewise. 
May the next panic find him with a 
fresh bank account and a new set of 
resolutions, chief among which should 
be “Never try to take the Stock Ex- 


the best of him and the campaign end- change home in your vest pocket.” 





Pointers 


HE absence of the Public is an 

I element of strength in the 

market. Fewer bad breaks, 

shakeouts and running de- 
clines occur. The Public buys on 
bulges and sells on weak spots. This 
accounts for many crazy breaks and 
wild uprushes. 

The recent decline in Steel to 41% 
would probably not have run so far 
had the Public been out of it. There 
had previously been a lot of pyramid- 
ing on the way up into the fifties; 
those who bit off too much, unloaded 
in the forties. 

From sixty up, outsiders were en- 
gaged in selling it short because it was 
“too high.” But the tape which began 
to say “Buy it” around 43, kept on 
Saying it all the way up to 609. 

Some people never will learn that 
the way to the Battery is not via Har- 
lem, and that the tape is the only news- 
paper worth reading. 





Believe in yourself. What others have 
done, you can do. 





There are times when it is safest to 
be lonesome. _ 


To he a good judge of the stock 
market one’s ial must be as easily 
cleared of previous impressions as the 
slate of a child. Few are capable of 
dismissing unnecessary detail, or able 
to detect the real from the false moves. 

Then too, a broker, to have accurate 
judgment, must be free from personal 
interest in prices. It is unquestionably 
true that when one has commitments 
on either side of the market, their 
judgment is more or less prejudiced. 

Accuracy in determining effects of 
of suddenly changed conditions is es- 
sential. To sum it up, the successful 
broker must be fleet of foot, clear of 
mind, quick of judgment, which is 
another way of saying he must be well 
and _ strong.—C. P. Assury. 





Don’t govern your thoughts and ac- 
tions according to the other fellow’s 
standards. Think for yourself. Make 
your own brain get busy. Make it 
record its own impressions. Make it 
create its own impulses and ideas. 





Thinking your own thoughts is 
much easier than thinking what you 
think the other fellow thinks. 


he 
No Change in Leadership 


Atchison and Beet Sugar Still in the Front Rank 


HANGES in the bargain list 
& this month are insignificant: 
Atcuison, Union PACIFIC 
& Norrotk form the first 
three, retaining the same order. 
Aton has dropped back into fifth 
place. 
LOUISVILLE has moved up into fourth 
position. 
Cotorapo & SOUTHERN is two posi- 
tions higher, its price being six points 
lower than a month ago. 


Totepo, St. L. & West Com. is now 
number 7 instead of 10—a fact which 
points to higher prices as the change is 
due to increased earnings. 

CHESAPEAKE & OHIO is creeping up. 
Two months ago it was No. 27. Now it 
is No. 8—two notches higher than last 
month. It is now showing over 6 per 
cent. earned. 

Kansas City SouTHERN, PENNSYL- 
vANIA & Missourr PaciFic show some 
improvement. 
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The Bargain a 


TABLE SHOWING WHICH STOCKS ARE THE 


BEST PURCHASES NOW 


BASED ON PAST, PRESENT AND FUTURE EARNING POWER 


AS COMPARED WITH MARKET PRICE 


RAILROADS 


Est. rate 
present earn. 


Atchison com. eseeetiseee 14.4% 
Union Pacific com. os 19.7 
Norfolk & Western com. 

Louisville & Nashville 

Chicago & Alton com. ..................... 
Colorado & Southern com 

Toledo, St. Louis & Western com 

Atlantic Coast Line 

Minneapolis, St. Paul & S. S. M 

Chesapeake & Ohio 

Southern Pacific com. 

Kansas City Southern com 

Pennsylvania 

Missouri Pacific 

Chicago & Northwestern com 

Brooklyn Rapid Transit 

Delaware & Hudson 

Baltimore & Ohio com 

Northern Pacific com. 

Minneapolis & St. Louis pfd 

Reading com. 

Pittsburgh, Cin., Chicago & St. Louis com... 
N. Y. Central 

Ontario & Western 

Great Northern 

Canadian Pacific 

Illinois Central 

N. Y., New Haven & Hartford 

St. Louis Southwestern pfd. ................ 
Southern Railway com. ...................+- 
Cleve., Cin., Chic. & St. Louis com 

St. Paul com. 

Rock Island pfd 

EEE See ee eee ee ae 
Denver & Rio Grande com 

Texas Pacific 

Wabash pfd. 

Wabash common 

St. Louis Southwestern com 

Rock Island com. 

Missouri, Kansas & Texas com 

Minneapolis & St. Louis com 

Wisconsin Central com. 

Duluth, South Shore & Atl. pfd 

Duluth, South Shore & Atl. com 
TN a er eer rrr re 
Iowa Central com 
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Price Earnings 


on par. July 10,°09. on price. 
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The Bargain Indicator 


TABLE SHOWING WHICH STOCKS ARE THE 
BEST PURCHASES NOW 


INDUSTRIALS, &c. 


INCLUDING ONLY THOSE WHICH HAVE REPORTED 
SINCE OCTOBER 1. 1908 


; Earnings Price Earnings 
. Date of report. on par, July 10,°09. on price. 


Mar. 31, 1909. American Beet Sugar com... 00% 43 16.3% 
May 31, 1909. Sloss-Sheffield com. 11.4 
Apr. 30, 1909. U. S. Realty & Improvement. 11.3 
Mar. 31, 1909. U. S. Rubber com 11.3 
Feb. 28, 1909. Corn Products pfd. 
Jan. 31, 1909. Union Bag & Paper pfd.... 
Mar. 31, 1909. U. S. Steel com 
Dec. 31, 1908. Int. Harvester com. 
Mar. 31, 1909. Western Union 
Oct. 31, 1908. American Sm. & Ref. com.... 
Oct. 31, 1908. Amer. Ice ‘Securities 
Dec. 31, 1908. American Can pfd. 
May 31, 1909. American Tel. & Tel. 
Dec. 31, 1908. Republic Iron & Steel pfd... 
31, 1909. National Biscuit com. 
. 31, 1908. People’s Gas 
. 31, 1908. National Lead com. 
. 31, 1908. American Sugar com 
. 31, 1908. North American 
. 31, 1909. Internat. Steam Pump com.. 
. 31, 1908. Railway Steel Springs pfd... 
. 1, 1909. Mackay com. 
. 31, 1908. Utah Copper (par $10) 
. 31, 1909. General Electric 
. 30, 1909. Amer. Car & Fdry. com.... 
. 31, 1908. Tennessee Copper (par $25).. 
. 31, 1908. Central Leather com. 
. 31, 1908. Bethlehem Steel pfd. 
31, 1909. Pacific Coast com. 
. 31, 1908. American Woolen pfd. ...... 
. 31, 1908. Ingersoll-Rand com. ......... 
. 31, 1908. Consolidated Gas 
. 31, 1908. N. Y. Air Brake 
. 30, 1909. Amalgamated Copper 
. 31, 1908. Pressed Steel Car pfd. ...... 
31, 1909. U. S. Cast Iron Pipe pfd 
. 81, 1908. American Can com. 
31, 1909. Union Bag & Paper com.... 
Feb. 28, 1909. Corn Products com. 
Dec. 31, 1908. Bethlehem Steel com. 
Dec. 31, 1908. Republic Iron & Steel com... 
Dec. 31, 1908. American Woolen com. 
Dec. 31, 1908. Pressed Steel Car com 
Dec. 31, 1908. Railway Steel Springs com... 
Apr. 30, 1909. Amer. Stee] Foundries. 
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Wall Street Observations 


By Wm. N. Kingsley* 


HEN we say that Wall Street 
\ ," | is doing too much, of course 

; we mean only that individu- 
als, as individuals, the mem- 

bers of firms, the members of syndicates, 
are doing too much, because Wall Street 
is merely a name which represents the 
total. 1 want to say to individuals that, 


in the first place, they buy too much. 
If a man has $1,000, enough to buy Io 
shares of stock at par, instead of buying 
10 shares and paying for it outright, he 
uses it as a margin and buys 50 shares 
on a twenty-point margin. 

This brings up the matter of dealing 


on margins. Many people say it is 
wrong. I do not agree with them. I 
see nothing intrinsically wrong whatever 
in dealing on margin. It is in Wall 
Street a principle that obtains in many 
lines of business with no such criticism. 

For example, a merchant has enough 
capital to conduct a business of a certain 
volume and make a certain profit in a 
year, which, of course, is honest. He 
sells his paper, and with the increased 
capital thus borrowed on his credit, he 
increases his business, with the hope of 
making an increased profit, which is per- 
fectly legitimate. 

A railroad has sufficient capital to keep 
running a line of a thousand miles. It 
sells its obligations and places itself in 
a position to do a larger business and 
make a larger profit, which is perfectly 
legitimate. 

A real estate operator has a piece of 
property worth a hundred thousand dol- 
lars. He cannot wait until that piece of 
property has been turned over and a 
profit: made, and start over again. He 
mortgages that property for fifty or sixty 
thousand dollars, and with this new 
capital immediately conducts a new oper- 
ation, in order that he may do a larger 
business and make a larger profit. 


* Address delivered aj Y. M. C. A., New York, 
April 28, 1909. 
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In the same way, a man who has 
money in Wall Street avails of his cred- 
it with his brokers, secured by the se- 
curities which he buys. I see nothing 
wrong in it whatever. 

A great many people say it is wrong 
to sell the market short. I do not agree 
with them either. My mind does not 
work in such a way as to make me think 
that it is not all right to buy first and 
sell out afterwards at an advance, or 
to sell first and buy afterwards. I am 
a great believer in the short interest in 
the market. I believe it is a very healthy 
and wholesome factor. It creates a buy- 
ing power at a time when a buying pow- 
er is the one thing needed. If you have 
1000 shares of St. Paul in the bank, it 
is nice to go to the St. Paul post to one 
who has beén shrewd enough to have 
sold the stock beforehand and is ready 
to take the stock off your hands. 

The whole tendency of the margin 
business is in the direction of “too 
much.” There is the danger. And I 
would like to say in that connection that 
“too much” on the short side means a 
very much smaller amount than too much 
on the long side, because on the long 
side there is a limit to the amount you 
can lose; there is a bottom to the bot- 
tom. But on the short side there is no 
limit; there is no top to the top. That 
was brought out very emphatically in 
the Northern Pacific corner in Igor. 

That was an illustration which im- 
pressed me. On that day when it was 
selling at 1,000, a New York house was 
short 2000 shares and wanted to cover, 
and they gave an order to our house to 
buy 1000 shares and an order to buy 
1000 shares to another house. The 
stock was bought. Later on this house 
endeavored to get, in behalf of their 
customers, the same settlement, at 150, 
that their friends got. It invelved a 
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suit. 1 was called in to testify in this 
suit as to whether the purchase of 100 
shares actually took place at 1,000. In 
that way I was introduced to the fellow 
who was short the 2000 shares in this 
Stock Exchange house. He was about 
twenty-six or twenty-eight years old. 
Before that experience his hair had been 
black, but it had turned grey and almost 
white as a result of it. I made up my 
mind that if I was ever short of the 
market I would keep my eye peeled for 
the first sign of trouble, and when it 
loomed in view I would take to the tall 
timber just as fast as possible. 

This matter of dealing on margin is, 
comparatively, to my mind, a matter of 
business risk. A margin of fifty per 
cent., to my mind, is a very conservative 
risk. A twenty or twenty-five per cent. 
margin is a very ordinary, fair risk. A 
margin of ten per cent. is a very unwise 
and foolish risk, just as unwise as would 
be the risk of a merchant who, with 
$100,000 capital, issued his paper for 
$1,000,000 ; or a real estate operator who 
with $100,000 capital, endeavored to 
swing a million-dollar building opera- 
tion. For the risk increases very rapid- 
ly as the margin decreases. There are 
only a few things that can happen to 
knock a good stock down fifty per cent. 
There are quite a number that can hap- 
pen to knock a good stock down twenty 
or twenty-five per cent. There are a 
hundred things that may very easily hap- 
pen to knock a stock down ten per cent. 

We must remember that in Wall 
Street there are two kinds of values: one, 
an intrinsic value; the other, a market 
value. If a man comes to me and says, 
“I have some money to invest, and I 
want the principle safe, and I am con- 
tent with four per cent. income,” I be- 
gin to talk to him on the basis of intrinsic 
values. I suggest a good bond, like 
Chicago, Burlington & Quincy General 
4s (than which I believe there is not a 
better bond printed), and tell him that 
the road is well managed, the bonded 


debt is small per mile, the earnings are . 


large enough to pay the interest on the 
bonds and dividends on the stock and a 
large surplus besides, and there are num- 
erous equities and cash balances in the 
treasury of the road. [I tell him that he 
can buy this bond with safety, he will 
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get his income, and in time, no matter 
what may happen meantime, the intrinsic 
value will make a market for him. In 
that sense intrinsic value and market 
value have a connection. In another 
sense intrinsic value and market value 
have no connection. 

A man comes to me and says, “I have 
a certain amount of money, and I want 
to buy Reading on a twenty per cent. 
margin.” I say that I believe in Read- 
ing, it is a well-managed road; the bond- 
ed debt is not large per mile, the earn- 
ings are large, it has a valuable equity 
in the Jersey Central ; during recent years 
it has increased its capital, and during 
all those years of large earnings, when 
it has earned twelve, fifteen or twenty 
per cent., it has only paid 4 per cent., 
therefore its: treasury position is strong. 
These are matters of intrinsic value. 

But if you buy Reading on margin 
you are dealing with its market value. 
Reading sold at 160 several years ago; 
it went below 8o in the panic, and is now 
146 or 147. That is a very zig-zag line. 
A very straight and upward line would 
mark the course of its intrinsic value. I 
say to that man that it will not make any 
difference to you how strong the road is 
intrinsically, or whether it increases or 
decreases intrinsically. He is proposing 
to deal on the market side. It has re- 
cently been down to 118, is now up 
thirty per cent., and any number of 
things might happen to drive it down, in 
which case he is out on the market value, 
and intrinsic value will not help him. 

If I have a stock as collateral in a 
bank, and the bank asks for more margin, 
it will not do me any good to tell the 
bank that they need not worry, for the 
intrinsic value is larger than when I put 
it in. 

So, in dealing in Reading at the pres- 
ent price on a twenty per cent. margin 
is too much of a business risk. If that 
man is one kind of a chap he will take 
my advice; and if he is another kind 
of a chap, he will think I am a _ back 
number, and go somewhere else. 

The reason why people buy or: sell 
too much is that they believe too much. 
They know that the great majority of 
people do not make money in Wall Street, 
but they believe they are going to be one 
of the lucky few and they wil] get rich. 
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They also believe a very large part of the 
fairy tales and stories of “melons” and 
tales of advances and so on, of which 
Wall Street is so full. 

When you are dealing with intrinsic 
values you can believe what a man tells 
you, because the matter of intrinsic 
value is an exact science; it is mathe- 
matics. If you go to two bond houses 
and ask their experts to give you in- 
formation as to Chicago, Burlington & 
Quincy General 4s, the advice and figures 
will compare very closely. If you ask 
two stock brokers what they think about 
Reading, one will say, “Too high, and 
ought to have a sharp drop.” The other 
will say, “It is just beginning to go up. 
You had better get aboard.” This mat- 
ter of belief about market values is a 
matter of opinion; and the best way is 
to form one’s own judgment on all the 
facts that are in sight. His opinion may 
be right; it may be wrong; it may be 
right to-day, it may be wrong to-morrow. 
Something may happen over night to 
upset everything. 


For example, I was a great believer 
once in the four per cent. bonds of the 
United Street Railways of San Fran- 


cisco. The road was doing well, the 
stocks, both common and preferred, were 
in the gos. I got a man to buy some. 
In about two weeks there was an earth- 
quake in San Francisco, and the bonds 
did not look very good. I did not know 
the earthquake was going to happen. 
Perhaps I ought to have known. My 
opinion was based on my judgment of 
everything that was in sight. But the 
earthquake was not in sight; it came in 
sight over night. The good things were 
all in sight. 

In August, 1907, I was talking with 
one of the most prominent men in Wall 
Street, a man who from his official posi- 
tion had a better opportunity than almost 
anyone else of knowing about the mark- 
et and money conditions. I asked him 
what he thought of things. He thought 
that the stock market was as low as it 
was going, and that money would work 
fairly easy in the fall, as the banks had 
anticipated the strain of the panic and 
were prepared. Inside of sixty days the 
market had gone down twenty or thirty 
points, and money was scarce at 100 per 
«cent. That was between August. when 
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he talked with me, and October, when 
the panic was on. The Knickerbocker 
Trust Company had failed. He did not 
know it was going to fail, and the fact 
of the failure had upset all the argu- 
ments upon which he had based his 
opinion. So, whenever I hear an opinion 
expressed, I always try to discount it by 
what may happen before the opinion is 
realized. 

As a result of believing too much, 
people pay too much. These fairy tales 
and rumors always come out when the 
market is up; nothing is heard about 
them when it is down. 

There are some people who buy at the 
bottom. I recall one man, a lawyer 
from the upper part of the state, who al- 
ways appeared whenever there was a 
panic. He would pick up his grip and 
come on the night train. Whenever he 
came in the office we always knew that 
the market was at or near the bottom. 
He would buy a few good stocks, re- 
main and enjoy the town two or three 
days, go to a show every night, and come 
in the office and distribute “Chauncey 
Olcott” cigars, and take a trip to Cen- 
tral Park. After the stock market had 
risen he would sell out, and we would 
not see him again until the next panic. 

As compared with one person who 
buys in that way, there are ten who buy 
when things are at the top, because that 
is the time they hear these things that 
they believe. 

As an illustration of that: There was 
a bond selling on the Stock Exchange 
awhile ago, I think, in the 50s. It then 
worked into the 60s and then into the 
70s. It happened that when it got up 
into the 70s a report got abroad that the 
Lackawanna was going to own the road. 
I know one gentleman who bought those 
bonds around 77 or 78, when the mark- 
et was spread out like a fan, because 
an intimate friend of his told an intimate 
friend who told him that the deal was 
on and the papers signed. Then they 
dropped to 73. I met him and asked him 
He 
smiled as though I was kidding him, but 
I was not; I was in earnest. I do not 
know whether the Lacakawanna is going 
to take the road or not. I do not know 
whether that man is going to gain a prof- 
it or not. But I do notice that the rumor 
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about the Lackawanna arrived after the 
rise. 

I have in mind an industrial that was 
selling in the 50s. It extended up into 
the 7os. Then the stories came around 
of increased earnings and readjustments 
and big-large dividends on the stock. 
Three or four months ago the stock nev- 
er appeared in loans; now it creeps in 
as the loans come in, and I am getting 
a little suspicious ; but there is a sinister 
expression in Wall Street that I am 
afraid of, and that is, the “distribution” 
of stocks, which means—you know what 
it means. Stocks are distributed at two 
times—at the bottom as a matter of nec- 
essity, and at the top as a matter of con- 
venience. A few people get in at the 
bottom, but most at the top. 

Besides buying, believing and paying 
too much, people lose too much. Here 
is where the “shadows” of Wall Street 
come in. If a man would only put up 
what he could afford to lose without en- 
dangering himself or those dependent 
upon him, a good many shadows would 
disappear. The tendency is, when they 
first begin to crop up, to go on buying, 


hoping for the market to turn and re- 


cover the loss. And the broker, in the 
kindness of his heart, may encourage 
that, and in attempting to do a kindness 
they are deceived. 

I recall the case of a man who came 
into our office from up in Connecticut. 
He was a farmer, | could tell by the way 
he was dressed. He told me that he had 
some Delaware & Hudson stock which 
he and his two sisters owned, also some 
that his father had left. He said he had 
noticed, as he followed the market, that 
when Delaware & Hudson reached a 
certain figure it sold off or slid back to 
a lower figure. He suggested selling at 
this higher figure and waiting until it 
réached the lower figure, then buying it 
back. It seemed a reasonable proposi- 
tion, and I was surprised when he show- 
ed up 300 shares. I thought he was 
going to say 10. We sold out and 
bought back, and had two or three pleas- 
ant round-trip excursions, and then the 
man disappeared. Well, to make a long 
‘story short, excited by his success, he 
had thought it best to buy more and 
make more, and had gone into a bucket- 
shop in Bridgeport. And the entire 300 
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shares of Delaware & Hudson were gone. 
He had bought too much, believed too 
much, paid too much and lost too much. 

Just a few words about the other side 
of the market. When things are going 
right and brokers and customers are ma- 
king money, there is no place like Wall 
Street on earth. There is a fascination, 
a general air of excitement, and life is 
most delicious. After that experience 
of 1895, when I was nearly drowned but 
managed to get out of the current and 
since have stood on the beach, | have 
certainly had a very happy and jolly time 
down there. I have kept a scrapbook in 
our office, and have jotted down some 
interesting, exciting and humorous things 
that have happened. I recommend that 
you do the same thing, for it makes 
right good reading. 

It is interesting to meet the various 
customers and size them up, and enjoy 
what they have to say. 1 remember once 
a very fat man (about the size of Taft) 
came into our office with a letter of in- 
troduction. He was a jolly and con- 
genial fellow, and, slapping me on the 
back, said, “Now, my boy, I want to in- 
vest some money in good bonds.” I rec- 
ommended some. “I would like to see 
them. What color are they?” “Green,” 
said I. “Don’t want them,” said he. 
“The last green ones I had went wrong. 
Give me some red ones.” We got him 
some red ones, and the next day he came 
into the office with the most gorgeous 
tin box with his name on in large gilt 
letters. He slapped me on the back and 
said, “Now, my boy, I am going to put 
these bonds into this box, and no mat- 
ter what happens to the bonds, I will 
always have the box.” 

We bought at one time fifty shares of 
Steel for a man on margin, and after 
holding it a few months we sold it for 
him. It was a regular order to buy, on 
a market order and sell and send him a 
check for the balance. It was the only 
operation we ever had with him. After 
sending him the check we received this 
letter : “I received your statement of May 
Ist, with check for the balance. In 
closing this account let me thank you for 
the unvarying faithfulness and efficiency 
in which you have acted in my behalf.” 

About a year ago a lady in Schenec- 
tady sent $1000 to invest. Very fortu- 
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nately I bought 10 American Light & 
Traction at par. A little later, having 
occasion to write on some other subject, 
I said, “You will be glad to know that 
you stock has gone up to IIo, so that it 
shows you a profit of $100.” About a 
week later I received a letter from the 
lady, reading, “I received your letter, 
telling me of the profit of $100, but have 
not received the check yet. I write in 
case the check has gone astray.” So I 
had to explain it. I finally sold the 
stock out in March, at 189, and told her 
I had done so. A few days later she 
wrote, “I note you have sold the stock at 
189. Please tell me, do I get divi- 
dend of $20? I hope so, for I need the 
money.” That made me rather warm, 
and I wrote: “In view of the fact that 
you have made $890, It doesn’t seem to 
make much difference whether you get 
the $20 or not. But you don’t.” She 
wrote, saying, “Excuse me, sir. I thought 
I had only made $89, and when you told 
me it was $890, and it took my breath 
away. I retain the $890, and return a 
cheek for the $1000. Please invest it for 
me in the same way again.” She wound 
up the letter in this way: “A few more 
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checks like this and I will be in easy cir- 
cumstances.” 

I would like to sum up what I have 
said in the way of a fatherly injunction. 
I would like to suggest a conservative 
attitude for yourselves and your friends 
and customers about the market. I am 
not asking you men to go to sleep or to 
get “dopey.” I am leaving plenty of 
margin for ambition and enterprise and 
profit. But I believe that moderation re- 
sults in more happiness, and happiness 
is worth some money. And moderation 
results in just as much money. 

For the country at large Wall Street 
may be either a legitimate market for 
the purchase and sale of securities and 
as such a valuable factor in our financial 
system; or it may be the scene of wild 
and reckless gambling. For the indi- 
vidual, Wall Street may be a place of 
honorable and profitable and perfectly 
fascinating business, or it may be the 
straight and easy road to utter ruin. You 
may not know it, but I believe it is up to 
men like yourselves to see to it that Wall 
Street is the right thing and not the 
wrong thing, so far, at least, as your ex- 
perience and influence extends. 
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The Investment Digest 


OLLOWING is a list of 
F number representing eac 
Where the name of 


ublications, etc., from which this Digest is prepared. 
authority will be found in brackets at the end of the items. 
a banking or brokerage house is given the matter is taken from 


The 


their special letter or circular: (1) Wall St. Journal, (2) Boston News Bureau, (3) Jour- 
nal of Commerce, (4) N. Y. Commercial, (5) N. Y. Eve. Mail, (6) N. Y. Eve. Post, (7) 


Com. and Fin. Chronicle, (8) Financial World, (9) Railwa 


World, (10) U. S. Investor, 


(11) Wall St. Summary, (12) Commercial West, (13) Hayden, Stone & Co., (14) Freeman, 


Rollins & Co. (15) Eugene Meyer, Jr., & 


Co., (16) Thomas Gibson, (17) J. S. Bache & 


Co.’s Weekly Fin. Rec., (18) W. C. Langley & Co., (19) Wrenn Bros. & Co., (20) Boston 


Fin, News, (21) Robt. Goodbody & Co., (22) Moody's Mag., (23) London Statist, 
issel, Kinnicutt & Co., (26) Alfred Mestre & Co., (27) N. 


Swartwout & Appenzellar, (25) 


(24) 


Y. Eve. Sun, (28) N. Y. Times, (29) John Muir & Co., (30) N. Y. Journal, (31) N. Y. 


Morning Sun. 


Allis Chalmers—Amount now due on 
pfd. is $5,035,125, equal to 36 p. c.——Co. 
operating about 75 p. c. of capacity and 
adding to its force. The low mark was 
about 50 p. c. of capacity. Most marked 
change lies in orders booked, which on ac- 
count of the imp. over last four mos. will 
ow reach 70 p. c. of 1907 and 1908. 

ring present period booked 40 p. c. more 
orders than last fiscal yr. 2079 sharehold- 
ers, compared with 1 just prior to the 
panic, inc. about 25 p. c. (2) 

Amal. Copper.—Now operating on 100 p. 
c. basis Yr. end. Apr. 30 last earned 2.38 
p. c. of which amt. 2 p. c. was paid to 
stockholders. The yr. prev. net inc. was 
4.34 p. c., of which amt. 4 p. c. was dis- 
bursed. Production fér cal. yr. 1908 exceed- 





ed prev. yr. by 22,000,000 Ibs. (11) Co. 
now producing at close to normal, Earn- 
ings on basis of 1334c. est. $6,000,000. 


Equals 4 p. c. on cap. (1) 

Am. Agr. .Chemical.—Com. considered a 
candidate for an early div. of 3 p. c¢. 
In panic year earned 613 p. c. oF 
equal to its best yr., 1907, when 6.18 p. c. 
was earned. Earnings of over 7 p. c. pre- 
dicted for this yr. (8)——Review covering 
operations for the last eight years, Hayden, 
Stone & Co. conclude: The co. has made 
a record of consistent inc. in earnings, and 
is apparently free from great business fluc- 
tuations. Co. at organization acq. control 
of about 1-3 country’s fertilizer business. 
Margin of profit was about 11.4 p. c. As in- 
dicated by large inc. in net profits, by the 
gain of 200 p. c. in property assets, and fail- 
ure of competing interests to organize, co. 
has more than held its original position in 
the industry. The investment in add. prop- 
erty, $0,200,000, on which est. net return 
about 15.7 p. c. Chgd. off for depre’n, etc., 
a total of Arm and earned, after all 
pmts., a surp. of $5,132,260, which has been 
inv. in the property. Property and net 
quick assets, according to bal. sheet of a 
Tr. ago, after allowing par for pfd., equal to 
337 per sh. on com. The co.’s conserv. pol- 
icy of fortifying itself and turning back into 


the prop. all surp. above pfd. div. would 
now justify it in beginning div. on com. 


stk. (2) 
Am. Can.—Amt. now due on pfd., B11,- 
517,324, equal to 27% p. c.——Director says 


no inc. in div. on pfd. until position of fruit 
and vegetable crops more clearly defined. 
(11) Now operating on p. c. basis. 
——Fund set aside for judgments which 
may be given Vulcan Detinning Co. as a 
result of the former litigation. (11) 

Am. Car and Foundry.—Construction of 
a plant for steel pass. cars begun. Cost be- 
tween $500,000 and $1,000,000. Capacity 40 





a month. New foundry in So. St. Louis 
cost nearly $1,000,000, to employ 600 men. 
Recently finished another in So. St. Louis 


for steel freight cars, cost about $1,500,000. 
(1) Take surpluses as a measure of val- 
ue. Car Fdry. is over $22,000,000, whereas 
Am. Loco. is only $8,990,328. (8) Now 
operating on 60 p. c. basis, being an inc. of 
35. p. c. from low point.——Year end. Apr. 

0, 1909, shows a bal. avail. for div., $2,895,- 
31, against $8,214,618 prev. yr. After div. 
on pfd. of $600,000 was distributed to com., 
surp. of 195,831. Prev. yr. com. got $1,- 
050,000 and surp. stood at $5,064,000. Total 
surp. now $22,563,078. Economy and prac- 
ticability of steel for sleeping cars and or- 
dinary coaches has been demonstrated and 
use of this type greatly inc. Co. has in op- 
eration four plants for the production of 
steel cars, the capacity of all of which is 
being added to. (5) 

Am. Hide & Leather.—Amt. now due on 
pfd., $7,779,046, equal to 62 p. c. 

Am. Ice.—Est. that if the summer's busi- 
ness proves as large as expected, co. will 
show earnings of about 7 p. c. at end of 
fiscal yr. (11) 

Am. Locomotive.—Now oper. on 60 p. c. 
basis, inc. 45 p. c. from low point. 

Am. Malt.—Amt. now due on pfd., $1,- 
037,002, equals 12 p. c.——Since first of cur- 
rent fiscal period co. has booked a larger 
vol. of business than the entire yr. of 1907- 
8. Indications point to a con. inc. (1) 

Am. Smelting and Ref.—Claimed pres- 
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ent earn. on the com. stk. exceed 10 p. c. 
(8)——Now operating on 8o p. c. basis, inc. 
30 p. c. from low point. 

Am. Steel Foundries.—Now operating on 
55 p. c. basis. Annual report will show 
material imp. over the prec. yr. Co. met all 
fixed chgs. and will report small surp. New 
business is coming in in inc. vol. Earn- 
ings will show a steady inc. from now on. 
(1 

Am. —W. P. Willett, of Willett & 
Gray, says: “Don’t get frightened and sell 
because a few ‘bears’ of Wall street think 
they see a chance to get your stock by 
fright. You would much better buy more 
on the opportunity given by this bear at- 
tack. Your co. will continue to refine su- 
gar and pay dividends. Sooner or later 
your stock will rise to its div. value com- 
pared with other securities on the Ex- 
change.” (2) 

Am. Woolen.—Should this yr. show earn- 
ings fully up to the avg. of its best yrs. 
outlook for 1910 promises a record-breaker. 
(13) Co. has sold $5,000,000 new pfd. 
stock, subject to ratification of stkhlidrs. 
July 16. Yew stock will be offered to 
stkhidrs. at par. This will provide addl. 
working cap. and meet the heavy expendi- 
tures recently made for construction and 
imp. Co. is today doing largest business in 
its history. Gross sales 1909 will reach $70,- 
000,000, whereas the prev. banner year, 
1906, recorded only $51,400,000. (3) Div. 
just dec. on pfd. stock is the 41st consec. 
quar. div., bringing the paymts. up to $71.75 
a share, or a disb. by the co. of $17,500,000. 
(11) Operating now on 95 p. c. basis, 
an inc. of 65 p. c. from low point. 

Atch., Top. & Santa Fe.—Oct. 31 last 
Atchison had $29,734,000 cash on hand and 
in banks, which with surp. earn. is suffi- 
cient to provide for various minor imp. 
Margin of profit over and above fixed chgs. 
and pfd. div. for yr. end. June 30, between 
$9,000,000 and $10,000,000. (11)———Est. surp. 
earn. app. to com., confirmed by Pres. Rip- 
ley, as $13,500,000. Earnings more than 
sufficient to meet even 6 p. c. on all of the 
com. stock req. to convert the convert. 
bonds. Est. surp. over pfd. div., $13,500,000; 
add int. on conv. 4s, $1,908,560; add int. on 
conv. 5s, $1,302,800. Total appl. to com. 
div., $16,711,360. Per cent on $176,770,000 
com. stock, 9.4. (1) : 

Atl. Coast.—The A. C. L. has entered in- 
to a contract with the Nor. & West. to con- 
nect with latter at Roanoke, Va., and there- 
by establish a short route from Chic. and 
the West to Charleston, S. C. (11) 

Balt. & Ohio.— Earnings fiscal yr. 7% p. 
c. on com., comp. with a little over 5 p. c. 
prev. yr. (11) 

Bethlehem Steel—Running about 75 p. 
c. of normal. Earnings sufficient to pay a 
div. on pfd. stock, but div. | rn rather 
remote. Object is to build up a substan- 
tial working cap. (1) Corp. is oper. 
practically all its blast furnaces. 

Brooklyn Rap. Transit.—Gross will show 
a gain of about $150,000, or but % p. c. over 
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the prev. yr. Net for div. will show a bal. 
for the $45,000,000 stock of 4.5 p. c., comp. 
with 4.6 for 1908. Liberal maintenance 
chgs. during the past yr. or larger net could 
have been shown. (2) 

Can. Pacific—Will show about 9% p. c., 
perhaps 10 p. c., on com. Last yr. 10% p. 
¢. 1907, banner yr., 12% p.c. These fig- 
ures take acct. only of the results of trans- 
portation. Land sale oper. are exc. (1) 

Cent. of Georgia—The sale of the Cen. 
of G. to the Ill. Cen. announced. The 
transfer carries control of two steamship 
lines, from Savannah to N. Y., and Sav. to 
Boston, operated by the Ocean Steamship 
Co. Over 1,900 miles of road. System 
touches Ill. Cent. at Birmingham, Ala. (3) 

Cent. of N. J.—Last yr. earned 17.58 p. c. 
Current fiscal period will be equal to about 
17% p. c. (11) 

Ches. & Ohio.—Should not be surprised 
S earnings equaled 6 p. c. for the com. 


Chgo. Great Western.—Large purchases 
of the com. and pfd. “B” stocks by small 
investors from all parts of the country and 
Canada. Buyers taking the stocks at pre- 
vailing prices and are dep. them under the 
plan for reorg. Believed practically all com. 
and pfd. “B” will come into the plan. (11) 

Chgo. & Northwestern.—Co. will earn. 
fiscal yr., approx. 12.8 p. c. on entire cap. 
stock, compared with 11.18 p. c. in 1908, 
12.65 p. c. in 1907, 14.81 p. c. in 1906, 14.35 
p. c. in 1905, and 12.86 p. c. in 1904. (2)—— 
Bal. available for div. sufficient to meet 8 
p. c. on the pfd. and 7 p. c. on com. stock 
and leave surp. of over $6,000,000. (11) 

Chgo., Mil. & St. Paul—The completion 
of the 1,400-mile Pac. Coast exten. an- 
nounced. This is the first transcontinental 
road ever built through from Chgo. to Pac. 
Coast under one management. (11)——-The 
issue of $25,000,000 new bonds, with add. 
int. chgs. of $1,000,000 a yr., probably adds 
to the difficulties regarding ability to earn 
7 p. c. div. on its enlarged stock. Fiscal 
yr. end. June 30 will show $4,000,000 over 
7 p. c. div. on old stock, disregarding earn- 
ings from new line. Next fiscal yr. co. has 
to meet 7 p. c. div., amt. to $7,000,000 on 
approx. $100,000,000 new stock, and an add. 
$1,000,000 of int. chgs. Total, $8,000,000. 
Earnings now provide only about $4,000,- 
000. (13 
Cin., Haml. & Dayton.—More than 2-3 of 
the certif. of dep. issued under the agree. 
dated Dec. 14, 1905, have assented to the 
plan of readjustment of the C., H. & D. 
The time for the dep. of notes under agree- 
ment has been ext. until July 9, after which 
date no further dep. will be rec. except in 
apo of committee and subject to pen- 
ality. 

Col. Fuel & Iron.—Operating on a basis 
of 65 p. c. of capacity. 

Col. & Southern.—Earned this yr. 4.8 p. 
c. on com. Com. was not placed on a 4 p. c. 
basis when former board decl. an initial 
div. of 2 p. c. last Nov. (2) 

Corn Products.—Amt. due on pfd. equal 
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to 6% p. c——Failure of co. to raise rate 
on the pfd. from 4 to 7 p. c. induced some 
extensive selling of this issue, as well as 
the com., although it should have been ev- 
ident that no such action could be expected 
until next Jan. (4) It was stated that 
the directors felt this conservative policy 
necessary on acct. of the inc. competition 
from manfrs. now in the business and re- 
ports of new competition. (3)——-Now op- 
erating on 80 p. c. basis, inc. of 30 p. c. 
from low point. Grinding about 80,000 
bu. corn a day, but owing to competition, 
high prices for corn and new const. work 
under way, no inc. in the pfd. div. is antici- 
pated for some time to come. (1) 


Crex Carpet.—Business inc. 50 p. c. Ist 6 
mos. over the corresponding previous peri- 
od and is greater than ever before. Orders 
show no signs of diminishing. Last yr. 
earned 4.7 p. c., out of which the first semi- 








an. div. of 2 » c. was paid. May 6 last de- 
clared reg. 2 p. c. div. and an extra div. of 
% p. c. Probable larger div. will be de- 


clared next period. (1) 

Crucible Steel.—Net profits equal to 8 p. 
c. on pfd. This is §1,813,491 greater than 
for the corres. period in the prev. yr. Out 
of earnings the stock of raw materials 
bought at low prices has been inc. $795, 577: 
Physical condition maintained at a hig 
state of excellence. $532,258 spent past 9 
mos. in repairs and renewals, and taken 
from earnings befare determination of 
profits. Continued economical oper. of all 
lines has led to great reduc. in costs and 
inc. profits. June 1st a surp. of $2,856,581, 
the largest amt. ever exhibited. 
Quar. div. of 1% p. c. on pfd. stock, payable 
June 30 is an inc. of % of 1 p. c. over the 
previous disb., and places the issue on a 5 
p. c. basis. (11) 

Del., Lack. & Western.—The first move 
of the railroad co. in separating their coal 
prop. from the railroad co. was manifested 
in the filing with the Sec. of State of in- 
corporation papers of the D. L. & W. Coal 
Co. Cap. $6,800,000, all com., $50 par.—— 
Directors declared extra div. of 50 p. c., and 
a stock div. of 15 p. c. One-half will be paid 
in cash, the bal. going toward the pmt. of 
stock in coal co. Each subscription blank 
which stockholders sign contains an order 
on the treas. of co. directing that 25 p. c. of 
the div. be paid to the coal co. for its stock. 
To provide for the extra div. the cap. of the 
railroad will be inc. by $3,067,000. (5) 

Denver & Rio Grande.—Not impossible 
that com. will be cred. with 2 p. c. for the 
yr., comp. with 2.97 p. c. in 1908, 4.65 p. c. in 
1907, 3.44 p. c. in 1906, and 1.48 p. c. in 
1905. (2) 

Distillers Securities—A large interest 
says: “Corn at 80 c. per bu. requires a 
larger working cap., while co. is showing 
handsome profits, even in the face of high- 
priced raw material, no prospect of an adv. 
in div. rate next quar. because of the neces- 
= for more working cap.” (2) 

rie —While surp. the smallest in last 8 
excluding 1 it indicates great recu- 


I —_— 


yrs., 


181 


erative power. It means an imp. of about 
$4 ooo over last yr., or relatively greater 
than the recovery shown by almost any 
other system. (1) 

General Electric.—Operating 80 p. c. ba- 
sis, inc. 40 p. c. from low point. Co. antici- 
pates orders totaling $60,000,000 for cur- 
rent year. Its business is now running 
about $52,000,000 a yr. (1)——Offficials con- 
fident that by Oct. 1 gross sales will be 
running at better than [65,000,000 yearly. 
The co. is quietly shaping its plans for a 
record vol. of business in 1910. (2) 

Granby.—Granby has completed the en- 
largement of four of its eight furnaces, and 
now has in com. four large and two small. 
This gives the co. a smelt. capacity of 3,200 
tons daily. Granby should then be able to 
produce very close to 40,000,000 Ibs. of cop- 
per yrly., or 50 p. c. more than ever report- 
ed in any fiscal yr. Each share of stock will 
then rep. a prod. of well over 200 Ibs. of 
copper—one of the largest ratios of any co. 
A cost of roc. a lb. should easily be reached 
with this prod., which would indicate earn- 
ings of nearly $15 a share on a I5c. metal 
market. (13) No indications that the co. 
will close its current fiscal yr. with the end 
of June with the paymt. of a div. as it did 
on June 30, ‘08, by the paymt. of $2 per 
share. Granby’s divs. have been made at 
irregular periods. Not since last Dec. has 
there been a paymt. (2) 

Great Northern Ry.—Great Northern is 
paying divs. this yr. on $210,000,000. This 
requires a surp. of $14,700,000. Est. current 
yr. will show $16,800,000, equal to 8 p. c., or 
the full div. and a bal. of $2,100,000 over. 

) 





I 
Gt. Northern Ore.—An engineer of U. S. 
Steel Corp. says: “We have discovered 
more ore on the Gt. No. Ore property than 
we ever dreamed was there.” Although no 
ore yet taken out by Steel Corpn., but con- 
tract requires it to pay royalty whether ta- 
ken out or not. If not mined one year it 
may be mined in future. Amt. of royalty 
payable up to and incl. 1917 is $53,000,000. 
Amt. of Ore. ctfs. nominally $15,000,000. 
Est. Ore lands contain from 500,000,000 to 
1,000,000,000 tons, and that Steel Corp. has 
spent $10,000,000 in preparing to mine the 
ore. Steel Corp. may terminate contract 
by giving 2 years’ notice in 1915, otherwise 
will continue on inc. royalty and no. of tons 
till mines exhausted. Figured by 1941, if 
beds contain a billion tons, amt. of royalty 
will be $1,166 on each Ore ctf. now selling 
about $76 (equals over $36 per share per 
yr. avg. for the 32 yrs). More ore is be- 
ing taken out of the Messabe fields than 
ever before. Steel Corp., which has a lease 
on 39,000 acres, under which it is required 
to pay a royalty on a minimum amt. of 
ore each yr., whether mined or not, has at 
last begun to draw upon these fields, and 
although it is hardly likely the co. will take 
out as much this season as the agreemt. 
calls for, prod. promises to be reg. from 
now on. Steel Corp. has been spendin 
several million dollars for installation o 
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mach., etc., to handle this ore, and it will 
ship large quantities from now on. (2) 

Ill. Central.—The acquisition of the Cén- 
tral of Georgia gives the Ill. Cent. two sea- 

orts—one the Gulf and the other the At- 
antic, at Savannah. It now extends from 
northern boundaries of Minn., tapping the 
Gt. Lakes at Chic., to the extreme south- 
ern part of the country and east to one of 
the most prosperous states in the South. 
(See Cent. of Ga.) The property acquired 
is ne. That it will do much bet- 
ter under the Ill. Cent. management is a 
matter of course. The $5,000,000 of stock 
purchased by the III. Cent. should in time 
prove a val. asset. (30) 

Interborough Rap. Tran.—Gross earn. of 
elev. and subway will show inc. for fiscal 
yr. end. June over $1,700,000, a gain of 7 
per cent. Will earn net 10% to II p. c. af- 
ter 7 p. c. guar. div. on Man. Ry., which is 
a chge. ahead of its own div. No proba- 
bility whatever of any inc. above the pres- 
ent 9 p. c. rate. (2)——J. P. Morgan & Co. 
have purchased $10,000,000 Interborough 
Rap. Tran. 1st mtge. § p. c. bonds from 
co., proceeds to be used for — up short 
term notes.——This is the first lot of the 
$55,000,000 auth. in Apr., 1909, to be sold 
publicly. $30,000,000 are dep. as coll. un- 
der $25,000,000 3-yr 6 p. c. notes. 

Intl. A icultural.— The Intl. Agricultural 
Corp. of N. Y. has certified to the Sec. of 
State that it has inc. its cap. stock from $1,- 
000,000 to 15,000,000, half com. and half 
pfd. This is the new fertilizer concern 
whose entrance into the field has been an- 
ticipated for some time. 

Intl. Harvester.—Since 1902 has earned 
net for div., 591,077, of which $26,400,000 
paid out in pfd. div. Balance $17,191,977 
entirely absorbed in property extensions 
during this six-year period which have ag- 
gregated $18,740,799 and have inc. original 
inventory nearly 40 p. c. Leading banking 
interest expect that when com. does go on 
a div. basis popular attention will be fo- 
cused on the co. in a manner to make it a 
stock market feature. (2)——Has not felt 
depression to any extent. Plants have been 
in full oper. Com. above 80, so reasonable 
to suppose that the declaration of an initial 
div. a question of near future. (1) 

Int. ‘Mercantile Marine.—Fiscal yr. end. 
Dec. 31 last shows deficit $1,729,982, after 
all fixed chgs. and oper. exp., as comp. with 


a surp. of $4,033,731 in 1907. (11) 
Int. Paper.—Amt. due on pfd. equals 
about 5% p. c.——Leading authorities ex- 


pect co. to move 50 p. c. of its present ca- 
pacity to Canada within the next three or 
fovr yrs. Radical shift forced upon co. bv 
developments of tariff legis. in this country 
and recent policy of Can. provinces. At 
resent secures 33 p. s. of its pulp wood in 
anada. (2)——-Now operating on 100 p. c. 
basis, an inc. of 90 p. c. from Bie point. 
Int. Smelting & Ref.—Statement showing 
assets of $10,070,500, and cash holdings of 
$3,154,100, did not include earnings of sub- 
sidiary, the Raritan Refining Works. Incl. 
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the cash of the Raritan Co., the aggregate 
cash holdings run close to $3,600,000. hen 
Utah smelter is completed, co. will have a 
work. cap. of more than [1,000,000 from 
earn. and proceeds from sale of stock. This 
does not incl. the work. bal. of Raritan Co. 
at the time it was taken over. (2) A re- 
cent circular states: “Shareholders have 
the option of taking all subsequent issues of 
stock at par, or in other words, a stock- 
holder of 100 shares can exercise the right 
of subscribing pro rata to the additional 
stock as issued, i. e., if the total balance of 
authorization were offered to the public he 
would be entitled to subscribe for 400 addi- 
tional shares.” (8) , 

Int. Steam Pump.—Report of yr. end. 
Mrch. 31, 1909, shows profits of $1,595,208, 
a dec. of $322,323, total inc. of $1,984,002, a 
dec. of $241,261, and surp. after div. of $192,- 
658, a dec. of $171,087. This surp. is equal 
to 1.08 p. c. earned on com. stock. Pres. 
says: “Every reason to believe new fiscal 
yr. will witness restoration of com. pros- 
perity. Our shops prepared to reap the 
benefit of normal conditions to the fullest 
extent, due to their excellent physical con- 
dition as well as to the sound financial po- 
sition of the co.” (3)——Now operating on 
80 p. c. basis, inc. of 20 p. c. from low point. 

Kan. City Southern.—At a special meet- 
ing stockholders voted on the question of 
issuing $21,000,000 5 p. c. gen. mtge. bonds, 
due 1950, of which $10,000,000 aré to be sold 
at once to a syndicate at 96%. (3) La- 
denburg, Thalmann & Co. announce that 
the entire issue of $10,000,000 Kan. City So. 
5 p. c. imp. and refdg. bonds purchased by 
them has Soe sold. (11)——Fiscal yr. 1908- 
09, gross, $8,772,000; net, $3,550,000, com- 
pared with $3,853,559 in the banner year 
1907, and an inc. over 1908 of $412,000. In 
the yr. just ended earn. have been four 
times fixed chgs., hence 5 p. c. bonds are well 
secured. (5)———Will show 3.7 p. c. earned on 
its com., fiscal yr. end. June 30. (1) 

Long Island.—July 3, 4, 5 and 6 were four 
heaviest days in the history. Est. that not 
less than a million passengers carried from 
20 to 100 miles and return. (3) 

Louisville & Nashville——The semi-annual 
div. of 3 p. c. is an inc. of % of I p. c. over 
that of 6 mos. ago. (11) Reported will 
shortly inc.. cap. from $60,000,000 to $100.- 
000,000. (3)——Having increased its net 
earnings in II mos. more than 53 p. c., Co. 
has extended its rather severe pruning of 
expenses, and reports for May show a 
slightly larger expenditure for oper. than 
same month last yr. (1) 

Mo., Kan. & Tex.— Will earn a little over 
% p. c. on com. Has shown the poorest 
rR. power of any Southwestern 











Missouri Pacific—Surp. for div. should 
amt. to about 5 p. c., comp. with 3.74 p. c. 
a yr. ago. Past few yrs. large amts. put 
back into the property. Co. is now able to 
handle an immense traffic. (19) Under- 
stood arrangements have been practically 
concluded for financing. Sufficiently large 
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to cover requirements for several years. It 
res include the sale of $50,000,000 bonds. 
II 

Natl. Enameling and Stamping.—A letter 
from pres. re the new issue of $3,500,000 
20-yr. 5 p. c. gold mtge. bonds sets forth 
that properties upon which this mtge. will 
constitute a first lien are conserv. valued at 
$8,000,000. Quick assets are in excess of 
$5,000,000, and actual assets are $13,000,000, 
or nearly four times amt. of bond issue. 
Net earn. for nine years, since org., avgd. 
$1,219,649 per an., or about seven times int. 
chgs. on these bonds. Co. pays off its en- 
tire floating debt out of the proceeds of 
these bonds. (3) 

Nat. Lead.—Co. did almost as well in ‘08 


as in ‘07. Ist 9 mos. this yr. greatly inc. 
over same time ’o8. p. c. div. appears 
safe. (8) President says: “Our business 





at present is as good as it ever was in our 
history. Our plants everywhere are oper. 
at practically full capacity.” (2) 

Newhouse Mines & Smelters.—Chairman 
‘reorg. com. states more than $1,000,000 of 
total $1,300,000 Ist mtg. bonds under the 
plan and agreemt,. of reorg., and success 
practically assured. A number of the stock- 
holders have signified their approval of the 
plan. (2)——The reorg. plan declared oper- 
ative. More than go p. c. of the bonds and 
a large maj. of the stock deposited. Time 
for deposit expired, but committee will ac- 
cept further Sapeee upon terms which may 
be imposed. (1) 

N. Y. Air Brake.—Announced that no ac- 
tion had been taken towards resumption of 
the div. which was passed Dec., 1907. (1) 
——Although orders are coming in in large 
amts., the co. is not working to full capaci- 
ty, having kept men at work during the 
period of dulness and made about $1,000,- 
000 worth of brakes. Contracts are be- 
ing made on very satisfactory returns. (11) 

N. Y. Central.—Making best showing of 
the Eastern systems. Net 5 mos. to ee 
I inc. $2,400,000, or 50 p. c. over 1908. This 
showing accomplished by reducing transp. 
costs, not by dec. maintenance. (13) 

N. Y., Ont. & Westn.—Directors have de- 
cided no deviation from 2 p. c. an. div. rate 
of last yr. (1) 

North American.—Sale of Laclede Gas 
Light Co. has given co. a plentiful supply 
of ready money. Stated that no new finan- 
cing contemplated during yr. end. Dec. 31. 
A project in which the co. is taking a great 
deal of int. on acct. of the saving it will 
mean in the exp. for power at St. Louis is 
the Keokuk & Ham. Water Power Co. (See 
June issue.) 

Northern Pacific—Discussion of plan for 
the disposal of its C., B. & Q. equity to the 
Gt. North. Since control was acq., C ’ 
has earned about $30,000,000 after div., 
while the Hill roads as yet have made no 
direct profit on their ownership. The fac- 
tor of division of equities is likely to exert 
considerable influence in the market for the 
Hill stocks. Despite extra div. of last yr., 
has advanced above Gt. North., indications 
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point to a larger participation in possible 
melons. (13) 

Pennsylvania.—!n round figures the cost 
of the N. Y. terminal placed at $100,000,000, 
of which $50,000,000 will have been contrib- 
uted out of surp. earn., profits on sale of 
securities, etc., and a direct appro. of 1o,- 
000,000 by the Penn. Co., leaving $50,000,000 
as the sum total of new cap. obligations as- 
sumed by the Penn. Railroad Co. “As the 
co. has been bearing the full burden of the 
additional int. chgs., with the exception of 
the last $10,000,000, without any returns, all 
receipts after opening of tunnel above ac- 
tual op. exp. and the $10,000,000 of addi- 
tional cap. outlay will be practically clear 
gain, the ter. immediately becoming a pro- 
ductive agency instead of a burden.” (11) 

Pittsburg Coal.—Back divs. on pfd. amt. 
to 27% p. c. 

Pressed Steel Car.—Co. will on Aug. 2 
anticipate $500,000 gold notes due Feb. 1, 
1910. (11)——Delivery being made to Vir- 
ginian Ry. of 1500 steel cars that represent 
an investment of $1,500,000. They were 
specially designed for the heavy tonnage of 
the new road, and are much’ heavier than 
the ordinary steel cars——Now operating 
on 60 p. c. basis. 

Ry. Steel Springs.—Operating at 70 p. c. - 
of its capacity, business imp., and earn. so 
far this yr. show an imp. over those of last 
15 (1)——Est. earn. on*com., 5.03 p. c. 

) 

Reading.—Stockholders are satisfied to 
receive their 4 p. c. and see anywhere from 
6 p. c. to 16 p. c. on $70,000,000 com. stock 
reinvested in the prop. $20,000,000 is held 
by two other roads, which acqd. their hold- 
ings yrs. ago at a quarter or a third of the 
present price. Both Balt. & Ohio and Lake 
Shore benefit from Reading’s conservatism 
through their holdings of the pfd. stocks, of 
which they hold some $20,000,000 each. 
Whatever adds to val. of perm. assets in. 
security of both prin. and div. of the pfd. 
As to ability to pay more than 4 p. c., there 
is no room for difference of opinion. Surp. 
over chgs. and pfd. div., imp. on railroads 
and at mines, and sinking fund reserv., will 
this year fall little short of 10 p. c. on the 
com. In addition, Reading Co. and Phil. 
& Reading together have built up a profit 
and loss surp. of $24,000,000. Reading also 
owns a half interest in Cent. of N. J., man- 
aged on the same principles and earning 
twice the div. it pays. Reading Iron Co. 
inc. its assets in two recent yrs. by $2,000- 
ooo and reduced bonded debt at the same 
time. (2) 

Rep. Iron & Steel.—Amt..of back div. un- 
paid, 634 p. c. Now operating on about 100 
p. c. basis of capac'ty——-An_ evidence of 
the imp. in steel is found in the restoration 
of the pfd. div. of the co. Unlikely that the 
interests of the co. would have restored the 
div. had they believed there would be no 
continuation of the imp. in steel. (1)—— 
June estab. a new high record in produc- 
tion. Output larger than in any month 
since org. This is an evidence of high op. 
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efficiency and also reflects the large amt. of 
money used in inc. capacity of the plants. 
Reports of June 30, 1909, will show a safe 
margin over 7 p. c. on the pfd. stock, not- 
withstanding that no divs. were paid within 
that period. (1)——-Co. is among strongest 
independents. Management very con- 
servative. The pfd. div. was passed last 
year on account of the clause in the mtg. 
bonds requiring the main. of net cash assets 
of $6,500,000 or more. Prospect now is that 
these will amt. to $7,600,000 at end of cur- 
rent y This gain of one million dollars, 
together with the gradual but distinct imp. 
in the trade, gives promise that the pfd. div. 
will be maintained without a break. The 
co. avge. margin of profit on its gross sales 
during its entire history amounts to about 
12 p. c., and its surp. for pfd. div. averages 
about 8 p. c. Its net current assets now 
exceed those of any prev. yr. except 1905 
and 1906. (19) 

Rock Island.—Wall St. was prepared to 
note a moderate imp. in earn., but the state- 
ments issued exceeded all est. All parts of 
the system show gratifying net returns, al- 
though they also recorded a conserv. ex- 
pesnee of exp. St. Louis & San Fran. 

d in the percentage of inc. in net earn. for 
May compared with those for the corres. 
month of last year. Gain in net oper. in- 
come involved $508,679, or 91.03 p. c. The 

I. lines recorded a gain of $553,657 in 
their net oper. inc., or 61.56 p. c.; the Chgo. 
& East. Ill., $109,296, 81.60 p. c., and the 
Evans. & T. H. a gain of $2,837, or 4.25 p. 
c. 2 hy of earnings are responsi- 
ble for the fresh absorption of R. I. issues. 
W. H. Moore and D. Reid continue 
great believers in these. In point of mile- 
age but one system, the Harriman Pac., 
with 15,775 miles, is greater than the R. L., 
which is second, with 14,348. Good judges 
think a big speculation in R. I. com. during 
the ensuing 6 mos. is inev., barring an ac- 
cident to the corn crop. (2) 

St. Louis & San Fran.—Speyer & Co. 
sold $10,000,000 St. L. and San Fran. gen. 
lien 15-20-yr. 5 p. c. bonds to a syndicate of 
French bankers, and negotiations are under 
way to have bonds listed on Paris Bourse. 
In drawing up the original mtge. provisions 
were made for issuing $100 bonds, written 
in the French language, to appeal to French 
investors. (6) Since June 1 the lien 5s 
have become Ist mtge. on 665 miles of the 
St. L., M. & Soeast., subject only to about 
$480,000, for which gen. lien bonds are re- 
served. On or before Oct. 1, 1913, they will 
become a first lien on the total of 1,526 
miles. They are also a gen. lien on 2,604 
miles additional, and cover the leasehold 
int. of the co. in the 1,199 miles. (1)—— 
Announcement was made today that co. 
would on Aug. 6 next call for pymts. at par 
and int. its 6,125,000 5-yr. 4% p. c. notes 
due Dec. 1 next. When the notes are paid 
the new gen. lien 5 p. c. bonds of which 
$10,000,000 have just been sold to a syndi- 
cate of French bankers, will become a Ist 
mtge. on 232 add. miles of road. (6) 
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Seaboard Air Line.—Reorganization com 
has prepared an adjustment plan, whereby, 
if security holders consent, receivership 
will be terminated without the organization 
of a new co. Plan leaves the com. and 
pfd. as at present, but makes change in 
nature of some of the funded debt receiv. 
ctfs. The following securities shall be paid 
in full with int.: $7,510,000 receiv. ctfs., and 
$700,000 6 p. c. gold notes. The following 
securities shall remain undisturbed: $30,- 
400,000 underlying div. bonds, $10,000,000 
10-yr. 5 p. c. coll. tr. bonds, $4,651,000 3-yr. 
5 p.-c. coll. tr. bonds, $12,775,000 Ist mtge. 
4 p. c. bonds, $23,894,000 pfd. and $37,019,000 
com. stock. The S. A. L. Ry. shall continue 
liable for all its just debts and obligations, 
including its guaranties of the bonds of the 
Florida West Shore Ry.; Macon, Dublin & 
Savannah R. R. and the Savannah & States- 
boro R. R. The $6,345,000 gen. mtge. 5 p 
c. bonds shall be exchanged dollar for dol. 
lar for adj. mtge. 5 p. c. bonds, part of a to- 
tal issue to be authorized of $25,000,000. 
These shall be cumulative income bonds. 
For interest on the gen. mtge. 5 p. c. bonds 
matured and to mature up to and including 
Aug. I, 1909, adjustment bonds shall be is- 
sued dollar for dollar. The ist mtge. 4 p. 
c. bondholders shall receive all matured and 
unpaid interest in cash and shall agree that 
their bonds may be redeemed or purchased 
by the Seaboard Air Line Railway or its 
successor at par and accrued interest on 
any interest payment date. The necessary 
new money for the payment of receiv. ctfs. 
and other liabilities the immediate dis- 
charge of which the plan contemplates, 
shall be obtained from sale of $18,000,000 
of adjustment bonds, at 70 p. c. of their 
par value, the sale of which has been un- 
derwritten at a commission of 5 per cent. 
Stockholders shall be entitled to purchase 
at 70 p. c. adjustment bonds to the amt. of 
30 p. c. of par of stock. Future develop- 
ment of the property and the refunding of 
existing bonds shall be provided for by a 
refunding mtge. securing an authorized is- 
sue of $125,000,000 of 4 p. c. bonds. Touch- 
ing the readjustment plan, Thos. Achen- 
bach, pres., announces that under arrange- 
ments which will be made public later, the 
co. intends to offer its stockholders the 
right to buy their proportionate share of 
the adjustment bonds which the co., as a 
stockholder, will be entitled to take, each 
stockholder thus obtaining the opportunity 
to purchase adjustment bonds to the ex- 
tent of 30 p. c. of the par val. of the stock 
in his name at a date to be hereafter 





reg. 

fixed. (3) Receivers have paid off sev- 
eral coll. notes, which, with int., amt. to 
$1,260,000. These notes, bearing int. at 6 
p. c., were secured by treas. coll., inc. $1,- 


500,000 of Seaboard 4 p. c. bonds and sec. 
of sub. cos. of an aggregate par val. of $2,- 
259,000 he coll. thus released will go 
back into the treas. The money with which 
the pmts. were made taken from funds in 
hands of receivers. They still have §3,000,- 
ooo on hand, being the unexp. bal. from the 
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sale of rec. ctfs. and from earngs. From 
this will be taken $765,000 to pay 3 coup. 
now due on the 4 p. c. Ist mtg. bonds and 
on Oct. 1 $255,000, to pay coup. due on that 
date. (11) Announced that subscp. to 
underwriting of $18,000,000 5 p. c. inc. bonds 
amt. to $36,000,000, and will be allotted 50 
p. c. of the amt. applied for. (11) 

Sloss-Sheffield.—Earned nearly 2 p. c. on 
com. during the quar. ended May 31. Con- 
sidering that this quar. contained almost 
the entire duration of the steel price war, 
showing is excellent. In six mos. end. 
May co. has almost earned yrs. divs. at 5 
p. c. (1)——Now operating 71 p. c. of ca- 
pacity. 

Southern Pacific—The So. Pac. R. R. 
Co. of Mexico was incorporated June 24 in 
N. J. Author. cap. $75,000,000, divided into 
750,000 shares at $100 each. The object of 
the co. is to build a railroad in Mexico un- 
der concessions granted by the Rep. of 
Mex. (6) 

Southern Railway.—It now looks as 
though Southern would earn this year $4,- 
300,000. Most of this comes from reduc. in 
exp. rather than imp. in traffic, and can 
hardly be regarded as available for divs. 
(2)——The co. will evidently earn 5 p. c. 
on the pfd. stock, with perhaps $1,000,000 
over. (1)——Bal. sheet furnished in its ap- 
plication for listing of $21,333,000 addl. de- 
velopment and gen. mtge. 4 p. c. bonds, se- 
ries “A,” due 1956, making total amt. list- 
ed $41,333,000. hows co. strong in cash. 
Amt. on hand Mch. 31 last in excess of 
$11,277,000, while moneys due totaled over 
$5,000,000. The co. on that date had a lib- 
eral amt. of net current assets, the total ag- 
gregating some $21,693,000, while total li- 
abilities were but about $8,750,000, leaving 
a bal. of approx. $13,000,000. (11 

Third Ave—Reorg. plan filed provides 
an assessment of $25 a share, on pmt. of 
which stockholders will rec. stock in new 
co. share for share. The present con. mtge. 
bondholders will receive 20 p. c. in new Ist 
mtge. 4 p. c. bonds on account of prin., and 
8 p. c. in the same class of bonds on account 
of back interest, together with 80 p. c. in 
new cum. 5 p. c. adj. bonds. The amt of 
stock to be issued is $20,000,000; ahead of 
this there will be $72,000,000 bonds. Total 
capitalization is thus put at $92,000,000, as 
against 98,000,000 at present. Securities of 
new co. will comprise $40,000,000 Ist ref. 
mtge. 50-yr. 4 p. c. gold bonds, $32,000,000 
cum. 5 p. c. adj. mtge., and $20,000,000 
stock. It is proposed to purchase the prop. 
covered by Third Ave. consol. mtge. at a 
forecl. sale unless it should be decided to 
proceed without forecl. A new co. is to be 
org. under laws of N. Y., by which above 
securities shall be issued when approved b 
the Pub. Serv. Com. The $20,000,000 soak 
to be delivered to the und. syn., which will 
offer it to present stockholders who dep. 
their stock and consent to = and pay $25 
per share, in an amt. equal in each case to 
125 p. c. of their present holdings. The is- 
sue of $40,000,000 1st ref. mtge. 50-yr. 4 p. 
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c. bonds to be redeemable at 105 p. c. and 
aced. int. on and after July 1, 1914, on 3 
mos. notice. $5,000,000 to be deliv. to an 
und. syn. to be formed by com. of sec. 
holders; $10,516,800 to holders of present 
consol. bonds, being 8 p. c. for unpaid int. 
and 20 p. c. on acct. of prin.; §11,445,000 to 
take up underlying bonds; $1,000,000 issued 
forthwith to provide for necessary ext., and 
$12,038,200 reserved to make future ext. or 
imp. Bonds will only be issued with ap- 
proval of Pub. Serv. Com. The $32,000,000 
of cum. 5 p. c. gold mtge. bonds are to be 
entitled to elect a maj. of directors until 
the full int., incl. accumulations, has been 
recd. for 5 consec. yrs., and shall be re- 
deemable in whole but not in part at par 
and accd. int. on any int. date on 3 mos. 
notice. Of the total $30,048,000 shall be 
issued to holders of the present Third Ave. 
consol. bonds, being p. c. of the prin. 
thereof; $1,000,000 del. to the syn., and 
$952,000 res. to take care of certain issues 
of sub. cos., any bal. to remain in treas. of 
new co. 

Union Bag & Paper.—lIif the ideas of in- 
fluential directors are carried out, div. on 
pfd. stock will be inc. from 4 to 7 p. c. ba- 
sis this fall. Stock is 7 p. c. cum. and that 
rate was paid up to Oct., 1906, when the 
div. was cut to I p. c. quarterly. About 8 
p. c. back div. have accumulated and in 
view of inc. earngs. the rate should be ad- 
vanced to 1% p. c. quar. at the Sept. meet- 


ing. (11) 

Gnion Pacific—N. Y. Globe says Union 
Pacific is today over $70,000,000 richer than 
it was a year ago. It owns 2,475,181 shares 
of other r. r. stocks, as follows: 


Stocks. Shares. 
PE I in cha essa oni claeees ave 100,000 
A EE gn Ga che eid cca veS dicen 323,342 
Oe ae eer 72,004 
» Se Sf aaa rte 103,431 
Chic. & Northwestern ............ 32,150 


Cet, Be Oe Ee ac cnlcanndiedes 13,400 


Chic., Mil. & St. P. 65 p. c. paid.... 32,725 
C., M. and St. P. pfd., és p. c. paid.. 18,450 
Ae OR DID, on ben bac scaiece sie 35.7 

i SON GION ecevescuswacsens 77,164 
SS nk Sa hv aaadenexekhe 201,231 
ee ee 142,857 
EE ED cigs anv awcks 046055090 1,12 
North. Pac., Ge p..c. paid .....2000. 18,016 
North. Securities Stubs ........... 7,249 
Railroad Securities ............... 34,8290 
ES ES thn wanes tadewse 19,359 
I a 900,000 
Sp gr | a een eee 342, 


From these stocks it receives a total an. 
inc. of $14,248, As a shareholder in 
other cos., Un. Pac. rec. an equiv. on. its 
outstanding com. stock of 7.28 p. c., or 
nearly % of amt. required to pay the div. 
of 10 p. c. Will earn this yr. over 16 p. c. 
for com. stock. Aggregate earngs. will run 
close to 24 p. c., leaving a margin for surp. 
of nearly 15 p. c. more than the div. (8) 
Stated on authority that the co. will conv. 
its holdings of So. Pac. pfd. stock, amt. to 
slightly less than 35,000,000, into com.; 
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that co. intends to hold as a permanent in- 
vestment the new S. P. com., which it will 
obtain through conversion. That practical- 
ly all of the other So. Pac. pfd. holders will 
convert their stock into com. regarded as a 
certainty. (11) Any attempt to give 
rights to holders of U. P. pfd. stock was 
almost certain to fail. Following is from 
the pfd. stock ctf.: “The holders of pfd. 
stock shall be entitled in preference and 
priority over the com. stock of said co. to 
divs. in each and ral fiscal yr. at such 
rate not exceeding 4 p. c. per an., payable 
out of the net profits as shall be dec. by the 
board of directors. Such divs. are non-cu- 
mulative, and such pfd. stock is entitled to 
no other or further share of the profits.” 
(1)——Understood that the So. Pac. conv. 
bonds which U. P. sold have already been 
laced with banking institutions and inv. 
ere and abroad. (11) Incl. the ae 
ooo working cap. on hand Nov. 30, t 
500,000 surp. indicated as earned in the = 
7 mos. of the yr., and the $38,000,000 sec. 
for the So. Pac. bonds, it is prob. that the 
treas. of the U. P. now has a working cap. 
of approx. $56,000,000, less such expend. for 
constn. and betterments as have been made 
since No. This is a remarkably strong 
showing. It removes the prob. of any fur- 
ther U. P. financing for some time. (1) 

United Dry Goods Co.—Pres. states that 
the co. has no net indebtedness, has assets 
at market val. more than double amt. of 
face val. of pfd. stock ($16,000,000), and has 
from various and separate sources an inc. 
which in bad times would be more than 
double its pfd. div. Cash exactly equal to 
the indebtedness of each co. conveyed left 
in treas. of each co. to cancel its indebted- 
ness. This cash is additional to tangible 
assets of $10,000,000, and is also additional 
to the $1,350,000 cash in the treas. of the 
United Dry Goods Co. (1) 








U. S. Cast Iron Pipe.—The N. J. Court of 
Errors and Appeals has affirmed the deci- 
sion of Vice-Chancellor Howell of the 


Court of Chancery, N. J., upholding right 
of directors of U. S. C. I. P. to pay out a 
div. of 1% p. c. on the pfd. stock, declared 
real 2, 1908, from the fund termed “reserve 
or additional working capital.”———Opera- 
ting on a 90 p. c. basis. Report for yr 
end. May 31, net 184,731, comp. with 
$684,275 in 1908, $2,022,051 in 1907 and $1,- 
063,208 in 1906. Total earngs. since org. 





March 31, 1899, were $10,936,703, and has 
been disb. as follows: New constr. and 
equip. $1,608; res. $2,414,204; div. on pfd. 


$5,625,000; div. on com. stock $1,125,000; 
undiv. surp. $164,120. Pres. states that pres. 
prospects are good. (18) 

U. Leather.—Operating on 70 p. c. of 
capacity, a of a> c. from low point. 

U.S Rubber.—Operating on 100 p. c. 
basis,  &, of 45 p. c. from low point.—— 
The heavy sales of rubber boots and shoes 
which the co. enjoyed during the first 5 
mos. of 1909 have continued well into June, 
which has shown the largest vol. of new 
business of any June since org. Orders for 
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new rubber shoes exceed the entire busi- 
ness booked in all of 1908. (2) 

U. S. Steel—From 1902 to 1908 inc., the 
corp. reported a bal. for div. which avgd. 
19.5 p. c. a yr. on pfd. Many investors re- 
gard div. on pfd. as safe as the int. on cer- 
tain bond issues which net a much smaller 
income. In 1906 bal. equiv. to 27.2 p. c. on 
pfd. In 1907 29.2 p.c. In no yr. since org. 
has it failed to show 7 p. c. (1)——Discus- 
sion has dwelt upon the listing of the stock 
in Paris, but has said nothing of prosp. 
enormous benefits from ownership of T. C. 
I. Following closely upon the lease of the 
Hill ore lands, the acquisition of the Tenn. 
C. I. placed the Steel Corp. in possession 
of the only really important available ore 
supplies in this country, locking and double 
locking the door against new competition of 
a serious kind. (1)——Earnings of corp. 
first half of yr. will be about $48,000,000, 
comp. with approx. $38,500,000 in the cor- 
responding period of last yr. If as large 
as indicated the corp. ought to report a 
surp. after all deductions of at least $10,- 
000,000 for first half of 1909. (1) Capaci- 
ty of corp. much larger than it was 2 yrs. 
ago. It is in a position to turn out at least 
$12,500,000 tons of finished and semi-fin- 
ished steel “for sale” a yr. To reach this 
level prod. would have to show an inc. of 
about 3,500,000 tons, as shipmts. are now 
running at the rate of about 9,000,000 tons 
a yr. (2) In this forthcoming period of 
industrial activity it is reasonably certain 
that the corp. will show larger earngs. and 
greater strength than in prev. similar pe- 
riods; and it is also reasonably certain that 
larger div. will be paid. The corp. should 
pay 4 p. c. per an. and still have as large 
or larger surp. earngs. for new construc., 
etc., as in past years, and a div. rate of 4 
p. c. should be earned and maintained in 
yrs. of dep. hereafter just as 2 p. c. was 
earned and paid in 1908. (13) 

Utah Copper.—A Utah copper man says: 
“It is no secret that our management 
would like to get the Boston Consol., for 
they appreciate the advantages which would 
accrue to stockholders of each co. Boston 
Consol. people have known for some time 
the price at which the Utah people would 
be willing to renew negotiations.” An ab- 
sorption of Boston Consol. by Utah Co. 
would make the latter co. one of the lead- 
ing copper producers in the world. (4) 

Va. Car. Chemical.—Rate to be declared 
on com. will prob. be 3 p.c. Co. pays 8 p. c. 
on pfd. Of the $12,000,000 bond issue, $4,- 
500,000 used to retire that amt. of coll. trust 
bonds. Issue will effect saving of about 
$75,000 per an. and if that amt. added to 
earnings of last fiscal yr., the bal. available 
for com. div. would have been equal to 4.3 
p. c. Estimated yr. recently ended will show 
close to 5 B c. on com. stock. (1) 

Vulcan Detinning.—Decision of N. J. 
court compelling Am. Can Co. to account 
and turn over all profits made by use of 
Vulcan co.’s secret detinning process prac- 
tically assures payment of back div. on 
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7 p. c. cumu. pfd. stock. These now amt. 
to about 18 p. c. Est. these will amount to 
$400,000. If this is correct will equal 26 p. 


c. on pfd. stock. (11) 

Wabash.—Bond men say unmistakable 
evidences of accumulation of ref. and ex- 
tensions 4s. During past few weeks they 
have been disappearing from the Street in 
constantly inc. amts., until the floating sup- 
ply now comp. small. (2)——-Wabash one 
of most important systems of Gould group. 
Large mileage, widely diversified territory. 
Enters many cities of large pop. and grow- 
ing imp. Territory showing steady inc. in 
pop. and resources. (16) Earning onl 
about I p. c. on its pfd. stock, but with 
stronger fin. management possibilities will 
be brought out. (13)———Gross yr. end June 
30 $25,000 larger than prev. yr., while net 
will show a gain of about $200,000. Indi- 
cations that will show small deficit for yr. 
Therefore apparent that the co. will not 
earn int. charges on deb. “A” and “B.” (11) 
Declared 3 p. c. int. on deb. “A” for % 
yr. and 1 p. c. on deb. “B.” This is the 
same rate in both cases as was paid 6 mos. 
ago. (11) 

Western Maryland.—The property has 
splendid possibilities. All it needs is to be 
placed on its feet and the shareholders who 
are prepared to contribute the funds to put 
it there will, in the end, profit out of their 
prop. and see their stock sell much higher 
than it did in 1906, even with the assess- 
ment, whatever it is, added. (8) Report- 
ed in banking circles the receivership of 
co. will be terminated Oct. 1, when the re- 
organization plan, under prep., will be made 
effective. Said that the proposed plan will 











involve an an. reduc. in fxd. chgs. of about 
under- 


$700,000. (11)——Reorg. plan, is 
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stood, will make no change in status of Ist 
mtge. bonds. What will be done with the 
2d mtge. bonds not disclosed, but an assess- 
ment will be levied on the stock. A pecu- 
liar feature of the receivers’ certf. issued 
by the Western Maryland is that it is spe- 
cifically stated on the face of each ctf. that 
they are a lien subsequent to the first 
mtge. (11) 

Western Union.—Operations of the co. 
will earn about 5% p. c. for yr., compared 
with 1.67 p. c. in prev. yr. Fiscal yr. ended 
June 30, 1908, co. suffered a deficit of $2,- 
490,925, after paymt. of 4% p. c. in div., amt. 
to $4,161,671, of which amt. $2,447,225 was 
in stock. (1) 

Westinghouse Elec. & Mfg.—Operating 
about 75 p. c. of capacity, an inc. of 35 p. c. 
from low point. Business increasing. Ex- 
pected before close of current yr. normal 
will be reached. Full operations will mean 
larger earn. than several yrs. ago, due to 
lower op. costs and larger work. cap. Cash 
bal. about $11,000,000. (11)———Est. co. can 
earn fixed chgs., provide for sinking funds 
and allow liberally for maint. on about $21,- 
000,000 gross sales. At the present ratio of 
$26,000,000 gross showing bal. for the stock. 

Wisconsin Central—The com. of pfd. 
stockholders of the co. gives notice that its 
dep., the Empire Trust Co., of N. Y., will, 
on and after today, exch. the ctfs. of dep. 
issued by the com. for the Leased Line 
stock ctfs. of the Minpls., St. P. & S. Ste. 
Marie Railway Co. (11)——Authorized an 
issue of $2,500,000 4 p. c. bonds to pay for 
Duluth term., equip. and other imp. (11) 
——Ctfs. of deposit for Wis. Cent. pfd. ex- 
changeable after June 15 for Minn., St. P. 
and € S. M. Leased Line stock ctfs. at Em- 
pire Trust Co., N. Y. : 
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or cust of the various markets which 





Is there any point in connection with the 
you would like to have elucidated ? 


If so, write questions briefly and they will be answered in this col- 


umn or otherwise. If personal reply desired, enclose stamped envelope. Address Inquiry Department. 
Ee We do not give advice or opinions upon securities or probable market movements. 


COMPANY whose capital is $5,000,- 

000 expects to increase it to $10,- 

000,000. Present stockholders will 

receive 80 per cent. of this in- 

crease as a stock dividend, but will 

have to pay for $1,000,000 worth in cash. In 

other words, the holder of 100 shares will re- 

ceive 80 shares additional, free of cost, but 

will have to pay for the 20 shares that go to 

make up the full 100 shares increase. The 

stock is now quoted at 212. Par value is 

$100. Will you kindly advise me what the 

rights will be worth in this instance and 
how they are figured? 

Answer: 

Buy 100 old stock at 212 

Pay for 20 shares at 100 

Get 80 shares for nothing 


200 shares cost 

Equal to 116 per share. 
Cost of old stock 
Cost of new stock 


VALUE OF RIGHTS 
Buy rights on 100 shares at 96 


Then pay for 20 shares at 100 
And receive 80 shares free 


ee 


eee eee eee eee eee ee eee ee ee ee | 


ee ee ee ee 


ee 


Cones cemeveseeseeecoocdesess 0 





Making 100 shares costing 116, or .. 


eee ee ee 


only necessary, however, in a case of a divi- 
dend paying stock. In this way you run no 
risk, as your money is not paid over until 
you or your bank have the actual certificate 
in hand. The certificate can then be locked 
away in your safe deposit box, and if you 
wish to borrow money on it at any time, 
your bank will make the loan. The other 
stock which the firm failed to turn over 
seems to make them criminally liable. Bet- 
ter get all the information you can before 
proceeding. 

If your Car Foundry is not found and you 
do not force the receiver to turn it over, 


$21,200 
2,000 
0 





$23,200 


$212 
116 


$96 
$9,600 
2,000 


$11,600 


With rights at 96, and the stock at $212, it is immaterial whether you buy the old 


stock or rights. 

M. E. T.—It seems to us that your thirty 
shares of Car Foundry, which became fully 
paid after the sale of your Copper, should 
have been held for you in trust, but the 
certificate would not have been transferred 
unless you so instructed. Firms which run 
their business legitimately do not use as 
collateral stocks belonging to clients who 
have paid for it in full; therefore, an able 
attorney should force the receiver to turn 
over your Car Foundry. If the stock is 
not returned to you, the partners of the 
firm are liable to criminal proceedings, but 
if you began such action and succeeded in 
putting them in jail, it would not give you 
back your stock and might cost considerable 
money in legal expenses. 

When you wish to buy stock outright, tell 
your broker you will pay for it when he de- 
livers the certificate either to you or your 
bank. Your bank can pay for you and charge 
your account. The bank will, if requested, 
forward the certificate to the transfer office 
and have it issued in your name. This is 





your claim against the firm will be the value 
of that stock plus your cash credit balance. 
If they pay 50 cents on the dollar, you will 
get half the above total. Settlement would 
probably be made on the basis of the mar- 
ket prices on the day of the failure, but 
circumstances may alter this somewhat. 

R. E. A—If you went short of Atchison 
at 115% with a stop at 117, your broker 
probably did not execute the stop until after 
the 1,200 shares had sold at 117. If he 
covered at 116%, he did very well for you 
and you have no kick coming. You are 
protected in such a case, for if he had 
covered at 116% on the way up (before the 
stock touched 117), and it had never gone 
to the latter figure, you would not have 
suffered a loss. The broker would have 
been obliged to make good. Your under- 
standing on a stop order is correct, but we 
do not see how you could subsequently 
have made three points on the trade, be 
cause your stop order price was actually 
reached. 
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There is no way that anyone can distin- 
guish between a sale of short and long 
stock, but sometimes there are indications 
which lead to more or less correct guesses. 
If a broker goes into a crowd on the floor 
and offers a stock down as low as possible, 
it might be assumed that he is short and 
is trying to break the market; on the con- 
trary, he might be long and be trying to 
get it down to where he can buy more cheap- 
ly. Nothing of this kind can be distinguish- 
ed from the tape, and even if it could, it 
would be of doubtful advantage. The seller 
of a large block is just as liable to be wrong 
as anyone else. 

A. C. S— The chart will not show you the 
difference between intrinsic value and mar- 
ket price. Intrinsic value is best found by 
procuring a copy of “Moody’s Analyses,” 
which has recently been published and 
which goes exhaustively into the analysis 
of railroad stocks in such a way that even 
a person unfamiliar with the subject can 
soon acquire a very full knowledge of in- 
trinsic values. This book costs $12.50 pre- 
paid and is well worth the money. There 
is no such thing as manipulative value of 
stocks. The market price of stock is the 
figure which is momentarily regulated by 
supply and demand. The physical condition 
of a railroad can be learned by referring 
to the ahove book. Such charts and other 
records as you propose to keep are valuable. 
One who intends to speculate or invest in- 
telligently cannot go into the subject too 
deeply. The more study he puts into the 
proposition, the better results he will ob- 
tain. 


A. G. M—wWe think very well of your 
plan butit might be improved upon by plac- 
ing your money in a strong, old-established 
Trust Company where it will be subject to 
check at any moment. The big break in 
this market will doubtless come when money 
rates have begun to tighten, and as rates 
run up there will be a poorer market for 
high grade bonds. If you will read Mr. 
George G. Henry’s lecture in Vol 3, No. 4, 
you will get this point a little better. No 
fault can be found with your selection of 
securities, but the difference between cash 
and bonds is considerable in some kinds of 
markets; that is, bonds frequently have to 
be sacrificed, and what is lost in market 
value is not made up by the rate of interest 
which the bonds have yielded. Look up the 
quotations of your bonds for the past three 
or four years and you will find some very 
wide fluctuations. In the last panic we 
know of a block of $100,000 Northwestern 
3%s which could not be sold at 80 cents on 
the dollar. There is nothing equal to cash 
m a panic. 





St. Paul at 149 looks cheap to people 
who dared not buy it at 95 and Union 
Pacific seems safer in the neighborhood 
of 190 than it seemed at par. 
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Market ‘Rithmetic 


Many people hesitate to deal in securities or 
commodities owing to their lack of technical 
knowledge of the subject. This, to our mind, in- 
dicates false pride. There was a time when you 
knew nothing about the business or profession you 
now follow, but that did not deter you from ma- 
king a start. Our greatest operators were once 
green hands at the business. 


General Instructions 
If you desire to deal in Stocks, Bonds, Cotton or 
Grain, the first requisite is to open an account with 
the banker or broker with whom you have decided 
to deal. This is done by remitting the necessary 
margin in the form of a certified check, bank 
draft, post office or express order. Or you may 
deposit funds in your own bank for account of the 
broker, instructing the bank to notify him by 
mail, or by telegraph if expedient. Bear in mind, 
the broker must have your remittance, or be noti- 
fied that your margin is in the bank to his credit, 
before he can execyte your orders. 
ms 
Usual Margin Required Equal to 
Stocks—$5 to $25 per sh.$500 to $2,500 on 100 sh. 
Bonds—$50 to $100per bd.$500 to $1,000 on $10,000 
bo 


nds, 
Cotton—$1 to $2 per bil..$100 to $200 on 100 bales. 
Grain—S3c. to 6c. per bu..$150 to $250 on 5,000 bu. 


Pork—$1 per bbl........ $250 on 250 barrels. 
Ribs—%c. per Ib........ $250 on 50,000 Ibs. 
Lard—$2 per tierce..... $500 on 250 tierces. 


These margins are the smallest received. You 
may, however, deposit larger margins if you wish, 
when the trade is first made or at any time there- 
after. Some traders believe they are “beating 
down” a broker when they induce him to accept a 
small margin. In reality they are beating them- 
selves down, for the surest way to lose money in 
the markets is to trade on thin margins. In ex- 
tremely active markets, larger margins than the 
above may be required by the broker. 

Minimum Trades 

Stocks. —Usually brokers prefer to execute orders 
in 100 share lots. Upon request, The Ticker will 
recommend reliable houses which handle smaller 
lots on margin. All houses buy and sell smal! 
lots for cash. 

Cotton.—100 bales. 

Grain.—5,000 bushels. 

Pork.—250 barrels. 

Ribs.—60,000 pound 

Lard.—2560 tierces (340 Ibs. to the tierce). 

Commission Rates 
New York Stock Exchange.—Stocks—for buying or 
selling % per cent., equal to 12%c. per share 
on stocks of $100 par and 6c. per share on 
those of $50. 

Bonds—$1.25 per $1,000 of face value. 

New York Cotton Exchange.—$15 for buying and 
selling 100 bales (round turn). 
Chicago Board of Trade.— 

Grain—c. per bu. for the round trade, equal to 

$12.50 on 10,000 bushels. 

Pork—$12.50 on 250 bbis., round trade. 

Ribs—$12.50 on 50,000 Ibs., round trade. 

Lard—$15.00 on 250 tierces, round trade. 


Fluctuations 
Smallest Change . Equivalent to 
Stocks and Bonds—¥% of 


L Po Ge cccccccccecsees $12.50 on 100 shares of 
$100 par. 


arma Ty point, viz., 9.20 

DOE cccwsesceeseccs $5 per 100 bales. 
b eusee $6.25 on 5,000 bushels. 
per bbi...... $6.25 on 250 barrels. 
per 100 Ibs. .$21.25 on 250 tierces. 


per 100 libs. .$12.50 on 50,000 Ibs. 


Grate Ke. 
Pork—2 \%c. 
Lard—2 %c. 
Ribs—2 \%c. 


ing 

Orders should be given in either of the following 
forms: 

Buy 100 X. Y. Z. at (state price); or 

Buy 100 X. Y. Z. “at the market.” 

The latter means at the best possible price, 
whether you are buying or selling. If your order 
is at a definite price, the broker always under- 
stands you wish to buy at that figure “or better.” 

In placing an order at a fixed price, always state 
whether it is good for that day only, or “G. T. C.” 
(good till countermanded). When nothing is said 
on this point, orders are generally considered good 
only for the day of their receipt. 
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E. F. J.—We do not believe it would pay 
you to prosecute. Following is sent us as 
veing a eopy of a letter from District at- 
torney Jerome of New York, in a case simi- 
lar to yours: 

“Mr. —————_- 

“Dear Sir: Your charge against ————— 
—————— has been assigned for investiga- 
tion to one of my assistants, and he reports 
to me as follows: 

“He has read over very carefully all of 
“the correspondence between you and —— 
‘___—_—_—_——- and does not find that un- 
“der all the circumstances there has been 
“a sufficient misrepresentation of facts to 
“justify a criminal prosecution by this office 
“at the present time. The various letters 
“from ————— are exceedingly well- 
“worded in such a way as to evade any lia- 
“bility on their part, and in the absence of 
“further evidence it, would be extremely dif- 
“ficult to make a criminal charge. 

“There seems to be reason to believe that 
“you have a civil remedy against these 
*“brokers, and I respectfully suggest that 
“you retain competent counsel in New York 
“city for the purpose of looking after your 
“interest. If he should find, after an inves- 
“tigation of his own, such additional evi- 
“dence as to render it probable that crim- 
“inal prosecution can be maintained, kindly 
“instruct him to let this office know, and 
“we will take up the matter again. 

“Res lly yours, 

(Signed) WM. TRAVERS JEROME, 

“District Attorney.” 


G. T.—Our February, 1908, issue shows 
you how to make a Figure Chart. You can- 
not make one from the high and low prices 
as printed in the daily papers, because this 
does not give you the fluctuations in be- 
tween. For example: The first three lines 
of figures from 110 to 116 down to 112 and 
up to 116 again would give opening 110, 
high 116, low 110 and last 116. Of course, it 
is not likely this would happen, but we men- 
tion it by way of illustration. The N. Y. 
Evening Sun and the Wall Street Journal 
reports show each transaction. From these 
correct Figure Charts can be made. 


J. C. B—We do not think our method of 
keeping charts will lead to confusion, but 
we do believe the old-fashioned way will. 
If a stock is selling at 138 and a 2 per cent 
dividend is to come off, the usual plan is 
to draw a dotted line down to 136. This has 
the same effect in the interpretation as 
though the stock had suffered a decline of 
two points. Surely no one claims that a 
dividend is the equivalent of a decline. Per- 
haps you do not catch our idea. You do 
not add to the quotations, but you change 
your scale at the side to correspond with 
the amount of the dividend. 

F. W. C—When the price of a stock is 
% above or below the last sale, the Gold 
and Stock Telegraph Co.’s tickers print 
thereafter a “star” as evidence of the cor- 
rectness of the fluctuation. In Street par- 
lance this is called a “Bug” when the price 
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is % lower and a “Star” when it is % higner 
than the preceding quotation. It does not 
in any way affect the price of the stock. 
We strongly advise your reading the A B 
C of Stock Speculation and all the other 
books relating to the subject. You cannot 
learn the business too thoroughly. We have 
been studying it for years and are finding 
new ideas every day. 

S. L. P.—In the case you mention, there 
are two 100 share lots of Union Pacific on 
which the dividend is paid, but the 100 
shares which has been sold short to broker 
B is, we will say, in the hands of a perma- 
nent investor who has paid his money for 
it and owns his stock. Of course, the com- 
pany pays him a dividend thereon. The 100 
shares which is borrowed really belongs to 
broker C. As he owns the stock, when the 
books are closed he must get the dividend, 
and if your broker is borrowing 100 shares 
for you, your account should be charged 
with the dividend, which is thereupon paid 
over to broker C. You do not lose because 
the price of the stock depreciates to offset 
the amount of the dividend. 


H. F. S.—The sales on the Curb Quotation 
Sheet at 2 p. m. are no evidence of market 
for your stock at 1.42 p.m. We do not see 
how you can recover the difference unless 
you have direct evidence that at the time 
your order reached the curb the market was 
lower than your broker claims to have paid 
for your stock. As previously stated, in 
this column, the Curb Quotation Lists are 
very unsatisfactory. There is no accurate 
method of reporting transactions, conse- 
quently the misunderstandings that arise 
are both frequent and annoying to brokers 
and clients. Transactions below the head- 
ing “2 P. M.” may take place anywhere be- 
tween 2 and 3 o’clock. 


A. S.—There seems nothing for you to do 
but to fall in with the majority of the credi- 
tors. If you were here on the ground it 
might pay you to make a fight; that is, hold 
out for better terms than are offered to the 
rest of the creditors, although such actions 
usually result in heavy legal expenses and 
little or no satisfaction. Our advice is to 
take what cash and notes you can get, but 
we should not appoint anyone’ our attorney 
in such a matter, as this would enable the 
attorney to do exactly what he pleased with 
the account. 


W. L. C.—In times of panic, or at any 
other time, a broker has the right to de- 
mand that a client take up the stock which 
is being carried for him. The client can 
usually arrange to have the account trans- 
ferred to another house without trouble, de- 
lay or expense. If the client does not take 
up the account after being given fair notice, 
it is liable to be sold out, but this depends 
a great deal upon circumstances. (See Su- 
preme Court Decision, Vol. 2, No. 6.) 

W. J. 8.—“Rocks in the Road to Fortune” 
is a very comprehensible book on mining, 
and is doubtless exactly what you want. We 
do not know of a mining engineer who 

















would give 


you such an opinion for $5. 
is a mining attorney, who 
makes a specialty of looking up these prop- 
ositions and protecting the interests of in- 
vestors. We suggest that you communicate 
with him; also with the Columbia School of 
Mines, Columbia University, New York City, 
as to works on this subject and their course 
of instruction in mining engineering. 

W. B. E.—If you gave the broker written 
authority to buy and sell stocks for your 
account, you are of course liable for the $600 
indebtedness. If he had no authority, you 
are not liable. The custom in such cases is 
to give the broker a Power of Attorney, 
which permits him to operate just as if you 
were doing it yourself. 

J. E—A stamped and initialed signature 
is perfectly legal and binding on both the 
receipt and the contract. The broker has 
no right to sell out the stock unless he 
is carrying it on margin and the price de- 
preciates so that he is obliged to sell to 
protect himself, and then not without having 
given you notice and sufficient time in which 
to respond. 

A. G. F.—The forecast published in the 
June, 08 TicKER, was simply a tentative 
estimate. The fact that it was not positive 
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is evidenced by the interrogation points 
placed both after the months and averages. 
It was sufficiently accurate, however, to en- 
courage one who was long of stocks to 
hold on at least until the time designated. 


A. M. C.—Our advice to you is to put all 
thoughts of speculation out of your head. 
If we judge you correctly from your corre- 
spondence, you are not adapted to the work. 
Better put your money in a savings bank. 
If your income is now sufficient to live on, 
do not think of risking a dollar in Wall 
street. 


J. S. B—Mr. Manwaring’s judgment of 
the position and trend of the market, as 
well as the selection of stocks, are all fig- 
ured mechanically. There is practically 
nothing left to judgment, hence results are 
not dependent upon nor subject to acci- 
dent. 


H. E. B.—The following are good books 
on the subject: Gold Supply and Prosperity, 
by Horace White; World’s Gold Supply, by 
— Gibson. Price of each, postpaid, 

1.10. 

H. S. W.—We do not know of any individ- 
uals who teach the Figure Chart System, 
nor any books from which it may be learned. 





Moody's Analyses of Railroad Investments 


OHN MOODY deserves the thanks of 
all bankers, brokers and investors 
for the production of this book, which 
is an analytical commentary on the 
railroads of America from the stand- 

point of the owners of the securities. 
It explains and applies, in clear and 
simple form, the proper methods for 
the analysis, from the standpoint of the 
banker and investor, of the various kinds of 
railroad securities issued by the different 
railroad corporations, from the highest 
grade bonds to the most speculative and 
cheapest stocks. All the important rail- 
roads of the United States are included, 
complete analyses, worked out on thorough- 
ly sound and scientific lines, being present- 
ed in uniform style regarding all. The book 
is in no sense a “Manual,” nor is it intend- 
ed to supplant the Manuals. It covers an 
entirely distinct and independent field. It 
is an Analysis of Railroad Values, and not 
a statistical record, such as the Railroad 
Manuals and publications of like character. 

The plan of contents includes: (1) An 
extended discussion of the primary princi- 
ples and their practica] application in the 
analyzing of railroad reports, with copious 
examples and illustrations, enabling the or- 
dinary investor, to whom the average rail- 
road report is a maze of figures, to make 





quick and intelligent deductions. In short, 
this Introductory Section, which embraces 
nearly 100 pages of the volume, is in itself 
a complete and comprehensive treatise on 
the entire subject of railroad operation, 
management, and finance in their relations 
to the holders of stocks and bonds and deal- 
ers in securities. 

(2) A presentation, in simple form and 
complete detail, of the uniform accounting 
system of the Interstate Commerce Com- 
mission, which has been adopted as the 
reporting method for all American Rail- 
roads. 

(3) An analyzing section, occuping over 
340 pages. The analyses presented are 
based on a showing of averages, as reported 
by the railroads for a period of ten years. 
Thus the physical factors, which include 
such items as mileage, equipment, density, 
train-load, and passenger and freight rates, 
are shown for the entire decade, indicating 
the trend of change for the period and the 
position of the property in any year during 
the decade and also the average results for 
the entire decade. This average is com- 
pared with the averages shown by similar 
properties. Comments are made on this 
showing, and the character of tonnage as 
well as growth of population in the terri- 
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tory covered is also shown for each com- 
pany. : 

The income factors are covered in a sec- 
ond statement, all being reduced to the aver- 
age mileage basis of the system for each 
year, and showing, in addition to the Gross 
Revenue, the Maintenance and other Oper- 
ating Expenditures, Net Operating Revenue, 
Total Net Income, Fixed Charges, Margin 
of Safety over Fixed Charges, Surplus and 
Disposal of Surplus. This table shows the 
trend of earning power during the period. 
The Margin of Safety for each year is given 
and the whole statement is averaged over 
the ten-year period. A comment on each 
table of Income Factors is appended, point- 
ing out the special features which may have 
a bearing on the property or its credit. 

The capitalization factors are covered by 
a third statement, reduced in the same way 
to the average operated mileage basis of 
the system, for each of the ten years, and 
then averaged as in the case of the other 
tables. The Rentals, where they exist, have 
been capitalized at 5 per cent and reduced 
to the mileage basis with the other capital 
items. An approximate net capital per mile 
is thus shown for each year, and a per- 
centage of net income worked out on this 
net capital, thus indicating the trend of 
earnings in relation to the capital invested. 
In this same table a Dividend Record is 
presented, showing the Margin of Safety 
over the dividend requirements for each 
year and for the decade. 

A general analysis, pointing out the con- 
dition and standing of the property as di- 
vulged by the ten-year records given, fol- 
lows the third table in each case. This 
is accompanied by a table of bond records 
and ratings, in which the position of each 
bond issue is shown in the average results 
worked out in the tables. The issues are 
all then given a rating, indicating their 
general security and strength as shown by 
the record. The stock issues are also rated, 
but grouped separately in another part of 
the volume. 

In every case, effort has been made to 
simplify figures and to make it easy for the 
user to ascertain whatever facts he may 
desire in relation to the statements. Thus 
the book is furnished with definitions and 
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explanations calculated to simplify the use 
of the tables, and, in connection with the 
explanatory chapters in the Introductory 
Section, the user will find it wonderfully 
easy to ascertain concrete facts with a mini- 
mum of effort. 

We especially recommend this book to 
our readers who are interested in the study 
=. railroad securities and their intrinsic 
values. 





improved Interest Tables—The old-fash- 
ioned interest table, requiring a calculation 
of days and months, as well as sundry ad- 
ditions of figures, has now been superseded. 
The latest form of interest table gives at 
a glance the exact interest for each date 
at each rate and each maturity. With 
these tables there can be no disputes as 
to fractions of cents, number of days, etc., 
tc., which frequently amount to a great 
many dollars in case of large transactions. 
The banker, the broker, and the investor 
not only saves time, but secures absolute? 
accuracy by use of the modern table. 





Mr. Charles Frederick Carter has written 
a very interesting book entitled, “When Rail- 
roads Were New.” It takes us back to the 
days of the first railroad, when discussions 
were rife as to what a railroad was, whether 
it was desirable, how it should be built and 
run. Mr. Carter shows how the roads strug- 
gled through periods of poverty and igno- 
rance, innumerable obstacles, until at last 
the modern method of transportation was 
realized. Interesting chapters are: The 
Dawn of the Railroad Era; America’s Pio- 
neer Railroad, Early Days of the Pennsyl- 
vania and Vanderbilt Systems, The First 
Trans-Continental Railroad and The Ro- 
mance of the Canadian Pacific Enterprise. 
The book is in an exceedingly entertaining 
style. Price $2.20 postpaid. Henry Holt & 
Co. 





THe CoppeR HANDBOOK, Vol. VIII, has 
just come to hand. It gives the latest in- 
formation and statistics regarding copper, 
copper mines, etc. Practically every copper 
mine in the world is listed and the informa- 
tion is both accurate and exhaustive. 


If you wish to be placed in touch with a responsible house, write THE 
TICKER, stating whether you are contemplating investment or speculation ; 
what amount you have for investment, or in what size lots you wish to deal. 

Also state what large city is located most conveniently to you, or if you 
have any preference in this regard. 








